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0 LAW passed by the 74th Congress dur- 
N ing its second session has aroused 
more wide-spread interest among students 
of marketing than the Robinson-Patman 
Act which was approved June 19, 1936 
This Act has been responsible for a flood 
of articles and interpretations which have 
attempted to penetrate the fog of ambigu- 
ous legal verbiage which clothes this hastily- 
drafted compromise measure. One out- 
standing conclusion appears to be drawn 
from this mass of discussion, and that is 
that the law raises more questions than it 
answers. 

Introduced in the Senate by Senator 
Joseph T. Robinson of Arkansas and in the 
House by Congressman Wright Patman of 
Texas, this bill had a number of rivals in- 
cluding measures introduced by Senators 
Wm. E. Borah, of Idaho, Frederick Van 


Nuys of Indiana, and Congressman Hubert 
Utterback of Iowa. Originally the measure 
was introduced in the first session of the 
74th Congress in 1935 but failed of passage 
and hence was reintroduced in the second 
session. Extensive hearings were held dur- 
ing both sessions at which proponents and 
opponents of the measure gave their views 
on the proposed legislation. 

The bill is popularly known as the anti- 
chain store measure, although Congressman 
Patman emphatically denies this designa- 
tion. He stated at one of the earlier hear- 
ings on the bill that: 

We recognize, in the introduction of this 
bill, the rights of chain-stores and mail-order 
houses to do business. They have just as much 
right to do business in this country as anyone 
else. This bill is not intended to destroy any 


right or benefit that they have—that they 
should have; this bill proposes to give all of 
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the independent merchants of this country the 
same rights, privileges, benefits, and oppor- 
tunities as the larger chains or concerns re- 
ceive, and no more. In other words, it is a bill 
not to grant special privileges but to deny spe- 
cial privileges and benefits to a few, and to 
give equal rights to all and special privileges 
to none. 

Despite this contention by the leading ad- 
vocate of the measure, the Act was definite- 
ly opposed by chain-store, mail-order house, 
and department store interests. The advo- 
cates of the bill, on the other hand, were 
the wholesale grocers, the independent re- 
tail druggists and other independent groups. 
The bill which finally emerged and became 
law, however, has not been entirely satis- 
factory to all of the groups which sponsored 
it in its original form. 


SUMMARY OF THE PROVISIONS OF THE ACT 


The reasons for this attitude derive in 
part from the general vagueness which 
clothes the measure. The Act is a dual- 
purpose law in that it amends Section 2 
of the Clayton Act and, in addition, pro- 
vides an entirely new law on the subject 
of price discrimination. 

The first section, which amends the Clay- 
ton Act, declares it to be unlawful for any 
person to discriminate in prices between 
purchases of like grade and quality of a 
commodity in interstate commerce within 
the jurisdiction of the United States, where 
the effect of such discrimination may be: 

1. substantially to lessen competition, 

2. to tend to create a monopoly, 

3. to injure, destroy or prevent competi- 

tion: 

a. with any person who grants or 
knowingly receives the benefit of 
such discrimination, or 

b. with customers of either of them. 


Price differentials which make only due 
allowance for differences in the cost of 
manufacturing, selling or delivery of vary- 
ing quantities of the commodity are not in 
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general considered discriminatory. An im- 
portant exception appears, however, in the 
provision that the Federal Trade Commis- 
sion, which is the administering agency un- 
der the Act, may determine limits beyond 
which quantity discounts may not be ex- 
tended. It is necessary first for the Com- 
mission to determine that in a particular in- 
dustry so few large-scale purchasers are 
available as to render quantity price differ- 
entials unjustly discriminatory or promo- 
tive of monopoly. This provision clearly 
calls for finding of facts by the Federal 
Trade Commission and is undoubtedly a 
provision which may cause the Commission 
to hesitate to exert its prerogatives because 
of the difficulty of establishing the proof of 
such exceptional cases. Exactfy what is un- 
justly discriminatory or promotive of mo- 
nopoly may cause the Commission to give 
pause before acting on this provision of the 
law. 

~ A further provision of the Act allows the 
seller to select his customers if it be done in 
good faith and not in restraint of trade. This 
provision would seem to provide a possi- 
bility for producers, epecially large-scale op- 
erators who are most affected, to concen- 
trate their sales either with wholesalers, cor- 
porate chains, voluntary chains, or to select 
any other single channel of distribution, and 
to continue to grant such discounts and al- 
lowances as they chose. It would not, pre- 
sumably, be considered discriminatory to sell 
exclusively through any given channel of 
trade, hence such concentration of sales 
would appear to be a means for avoiding 
some of the difficulties envisaged in other 
sections of the Act. To be sure, the possi- 
bility that the Federal Trade Commission 
may decide that there are too few com- 
petitors in the trade and hence limit quan- 
tity discounts, must be kept in mind. 

One of the most interesting provisions of 
the law is sub-section of Section 1, which es- 
tablishes what is essentially a reversal of the 
ancient principle of jurisprudence that a 
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man is assumed to be innocent until he has 
been proved guilty. This sub-section pro- 
vides that, upgn complaint of discrimination 
accompanied by proof, the accused is held 
to be guilty of such discrimination until he 
proves himself innocent. In other words, the 
/ burden of justification is upon the accused, 
and unless such justification is affirmatively 
shown, the Federal Trade Commission is 
authorized to terminate the discrimination. 
The Act provides the basis for justification 
which the accused may use. Several possi- 
bilities are open to him. He may show that 
the price in question was in fact not dis- 
criminatory, that it was made in good faith 
to meet competition, that the transaction was 
exempted from the provision of the law 
through being an intrastate transaction or 
an export sale, that the price was made to 
meet changing market conditions, to dispose 
of perishable goods before deterioration, or 
to avoid obsolescence of seasonal merchan- 
dise, that it was the result of sale under a 
court process, or the result of a bona fide 
closing out sale. 

The efforts of brokers and agents to re- 
strict the paying or receiving of commis- 
sions to bona fide specialists and to prevent 
such payments to large-scale buyers on their 
own account was successful in having a pro- 
vision incorporated in the Act designed to 
accomplish this result. This provision (sub- 
section c of Section 1), makes it unlawful to 
pay or receive commissions or brokerages 
except for services rendered either to the 
other party to the transaction or to an agent, 
representative or intermediary, independent 
of the ones paying or receiving the com- 
mission. This provision is very ambiguous 
and it is not at all certain that it will ac- 
complish the intent of its sponsors until 
clarified by a ruling of the Federal Trade 
Commission, amendment, or court decision. 

Despite the reports that leading manufac- 
turers in the food trades have discontinued 
all allowances, advertising allowances ap- 
pear not to have been prohibited by the 


law but are permitted if extended on essen- 
tially equal terms to all. The law provides 
that it is unlawful to pay or to contract to 
pay to a customer anything of value as com- 
pensation for services in the processing, 
handling, selling or offering for sale of the 
commodity unless such payment is available 
on proportionally equal terms to all compet- 
ing customers. It further provides that it is 
unlawful to discriminate between purchas- 
ers by furnishing services or facilities for 
processing, handling, selling or offering for 
sale to one purchaser and not to all on the 
same terms. 

The foregoing are the main provisions of 
Section 1 of the Robinson-Patman Act 
which is an amendment to the Clayton Act. 
The law, in addition, contains three other 
sections, at least one of which is of interest 
to students of marketing. Section 2 merely 
specifies the procedure for the Federal 
Trade Commission on cases pending or in 
process under Section 2 of the original Clay- 
ton Act. Section 4 exempts cooperatives 
from penalty for returning dividends to 
their members. Section 3 is the main part 
of the new law and a part which has caused 
no little controversy over the exact intent 
of the lawmakers, since it overlaps the 
amendment to the Clayton Act. 

This section provides that: 

1. It is unlawful to discriminate by giv- 
ing discounts, rebates, allowances or 
advertising service charges to one pur- 
chaser which are not accorded to com- 


petitors who buy a like grade quality 
and quantity. 


nN 


It is unlawful to sell in one part of the 
country in order to destroy competition 
or to eliminate a competitor by quoting 
lower prices for that section than are 
charged elsewhere in the United States. 
3. It is unlawful to sell at unreasonably 
low prices to destroy competition or to 
eliminate a competitor. 

This section provides a penalty for vio- 
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lation of a fine of not more than $5000, 
a maximum of one year’s imprison- 
ment, or both, which brings this part 
of the statute under criminal law 
whereas the first section falls under 
civil law. 


IMPLICATIONS OF THE LAW FOR 
MARKETING 


The Robinson-Patman Act clearly has 
many implications for the field of distribu- 
tion. Some commentators feel that it will 
revolutionize the entire marketing structure. 
It is undoubtedly impossible to determine in 
advance of experience under the law ex- 
actly what effect it may have upon the distri- 
bution structure. The administering agency 
will first have to establish interpretations of 
the law and it is a foregone conclusion that 
some of the provisions of the Act will be 
challenged by court action. Subsequent 
amendments are to be anticipated, possibly at 
the next session of Congress. There are, 
nevertheless, certain probable economic con- 
sequences of the Act as it now stands, about 
which many marketing people are thinking. 
While the legal implications undoubtedly 
outweigh the economic in the business man’s 
thinking, the two are so closely tied together 
that neither should be ignored. It is with the 
economic aspects, however, that this analy- 
sis is primarily concerned, and that from the 
standpoint of national distributors, whole- 
salers and retailers. 

National Distributors—This Act im- 
pinges on a basic tenet of economic effi- 
ciency, namely the advantages of large-scale 
operations. It is commonly accepted by econ- 
omists and with some substantial supporting 
evidence, that large-scale production offers 
great economies in production. It is assumed 
with less evidence to back it, that large- 
scale distribution to a certain extent is like- 
wise more economical than small-scale op- 
erations. The Robinson-Patman Act as- 
sumes these postulates but places the burden 
of proof upon the producer or distributor. 
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While small-scale manufacturers come un- 
der the Act as well as large-scale operators, 
the practical importance of the law is for 
the latter, since the small-scale producer 
either operates largely in intrastate com- 
merce, sells exclusively through brokers, 
agents or wholesalers, or maintains an inte- 
grated retailing department for the disposal 
of his goods. 

The national distributor normally utilizes 
a number of different channels of distribu- 
tion to reach his market. He sells some of 
his output through established wholesaling 
channels, he sells substantial quantities to 
chain systems, to department stores and mail 
order houses, and he often sells to industrial 
buyers. Price quotations, terms of sale, dis- 
count schedules, and allowances of various 
sorts differ for each type of customer. The 
actual pricing structure is apt to be quite 
complex and most unscientific. The only 
logic behind many pricing policies is the 
logic of events. Bargaining strength varies 
with the customer and pricing policy is of- 
ten the resultant of the bargaining process. 
Actual price quotations, however scientifi- 
cally devised on a basis of costs, quickly 
yield to competitive pressure in the market 
place whence actual prices emerge. In the 
past, pricing practice has been such as to 
render a cost accounting procedure valuable 
in the main for the determination of a mini- 
mum quotation below which bargaining 
could be carried only at a loss. Refinements 
in production cost accounting therefore have 
been discouraged and little or no effort has 
been made to develop cost accounting for 
distribution, until quite recently. 

It seems likely that the new law will be a 
boon to cost accounting by stimulating a 
more intense interest in actual costs and cost 
variation. In order to be sure that prices 
charged are not discriminatory, it may be 


to produce and to distribute a unit of a 
commodity for various volumes of produc- 


tion and through various sales channels. 
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Such fact-finding should reveal a wealth of 
information about distribution costs which 
is not now available. 

Marketing research should also profit 
from this new legislation and marketing ex- 
perts find a fertile field for their services. 
Since there is every indication that a new 
impetus may be given to selective distribu- 
tion, the result may well be a demand for 
more searching market analyses from both 
the customer and the territorial angles. Be- 
cause the seller is permitted to select his cus- 
tomers in good faith, and since such selec- 
tion may save him from the toils of the law, 
he should not overlook the possibilities of 
sound market analysis to enable him to se- 
lect his customers on the most scientific basis 
available. Similarly, the restrictions on in- 
terstate commerce indicate the advisability 
of exploring, with the most modern tools 
of research, the possibilities of revising pro- 
duction and sales programs on the intra- 
state basis. 

Such research may indicate the advisa- 
bility of setting up completely integrated, 
decentralized production-marketing units 
for intrastate commerce, depending upon the 
efficiencies of production in relation to out- 
put combined with intrastate sales poten- 
tials. For those industries which can achieve 
low-cost production with sales volumes at- 
tainable within a state’s borders, this may 
prove to be a desirable solution. Where such 
conditions do not obtain other methods must 
be sought. 

Of no small consequence to national dis- 
tributors are the provisions of the law on 
advertising allowances. Essentially these 
provisions are intended to insure equality of 
treatment among buyers. While there is 
some overlapping of the provisions in Sec- 
tion 1 with that in Section 3 of the law, the 
intent seems to be the assurance of com- 
parability of treatment in the granting of 
advertising and other allowances. These pro- 
visions may, indeed, revolutionize existing 
practices. It may be possible for producers 


to handle this problem by abolishing adver- 
tising allowances completely, and substitut- 
ing separate contracts for advertising serv- 
ices quite apart from the sale of merchan- 
dise. The provisions of the Act, however, 
may be less serious in their consequences to 
advertisers and advertising than they appear 
to be. Advertising allowances are permitted 
on the same basis for all buyers. They have 
been granted in the past almost exclusively 
to large-scale buyers and as a result of bar- 
gaining pressure rather than as a result of 
factual knowledge determined by cost analy- 
sis. It might pay the national distrib- 
utor to investigate the cost of allowances to 
discover their exact relation to his other dis- 
tribution costs, and the relative effectiveness 
of such expenditures. If it is found that 
these expenditures are fully justified by the 
results, they may be continued by extending 
the same proportional treatment to all buy- 
ers. While this may increase the total vol- 
ume of advertising allowances, it is by no 
means certain that such a consequence will 
follow. The fact that such costs will have 
to be computed on some sort of accounting 
basis to insure comparability between buy- 
ers, will facilitate better control over them 
and will tend to keep them from becoming 
excessive. It may well be that, on a propor- 
tionate basis, advertising allowances could 
be made to all buyers, and yet the total might 
be less than the present unscientific allow- 
ances to a few large-scale purchasers. 
Wholesalers.—In addition to the forego- 
ing implications of the law for national dis- 
tributors there are important considerations 
raised by the Act for wholesalers. Since 
wholesalers were largely instrumental in 
preparing the original draft of the law, it 
is surprising to note that some commenta- 
tors claim that the law may result in their 
elimination. The wholesaler has been “elim- 
inated” so many times in the minds of crit- 
ics that the careful student of marketing 
will not accept this conclusion in advance of 
the fact. The basis for the assumption is the 
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fact that the law recognizes no functional 
basis for price differentials. Wholesalers 
fought long and hard to get recognition of 
their position in the National Recovery Ad- 
ministration codes and did succeed in having 
a provision incorporated in the basic whole- 
saling code designed to achieve this result. 
Discounts, based upon the wholesaling 
status of the buyer, have long been enjoyed 
by wholesalers although prior to the Na- 
tional Recovery Administration they had 
no other legal status than that of custom. 
The Robinson-Patman Act, by recognizing 
only cost differentials as a basis for price 
variations, leaves the wholesaler with no 
safeguard save the quantity of his pur- 
chases. Since most wholesalers buy in sub- 
stantial quantities, however, and many of 
them operate cooperative chain buying 
groups which buy on the same scale as many 
corporate chain systems, it seems reasonable 
to conclude that they will be at no great dis- 
advantage because of the provisions of this 
Act. The provision that customers may be 
selected in good faith would also seem to 
leave an opening for the continued use of 
wholesalers. Some manufacturers rely ex- 
clusively upon wholesalers, and most manu- 
facturers use them to a greater or lesser 
extent because of their ability to perform 
many of the marketing functions more effi- 
ciently than the manufacturers can them- 
selves. 

There are, moreover, many local whole- 
salers who distribute the products of local 
manufacturers, largely in intrastate com- 
merce. These would of course be unaffected 
by the Act. The possibility, mentioned 
above, that manufacturers may find it wise 
to decentralize and integrate their opera- 
tions for intrastate commerce might, indeed, 
have serious complications for wholesalers, 
if carried out on a very extensive scale. 
This, however, appears to be but a remote 
contingency. On the whole it seems unlikely 
that wholesalers will be eliminated by this 
law although they may find their road in- 


creasingly difficult to travel. 
Retailers—The intent of this law as 
stated by Congressman Patman in the quota- 
tion at the beginning of this article was to 
give equal rights to chain stores, mail-order 
houses, and independent merchants. Wheth- 
er or not the Act achieves this objective re- 
mains to be seen. No distinctions are made 
between buyers in the Act but all are as- 
sured treatment on a comparable basis. Pro- 
portionally equal treatment is mentioned in 
the Act as indicative of the intent of the law 
makers. Proportionally equal treatment does 
not mean identical treatment but does in 
fact permit of very widely different treat- 
ment. For the independent retailer who op- 
erates on a small scale and buys in small 
quantities from a wholesaler, it is difficult 
to see any great advantages under the Rob- 
inson-Patman Act. Practically all such deal- 
ers operate within the borders of particular 
states and seldom buy directly from manu- 
facturers. It is true that the law insures that 
the wholesaler, the chief source of supply 
for these small retailers, can buy on the same 
terms as the chain for the same grade and 
quality, provided he also buys the same 
quantity. This cannot be looked upon as any- 
thing very radically new since many whole- 
salers have been able to purchase on the 
same basis as other large-scale buyers for 
years. The law does strive to prevent cer- 
tain types of allowances and discounts which 
chains are believed to enjoy to the disadvan- 
tage of wholesalers, but it is more than 
likely that the large-scale wholesalers bar- 
gain as closely as do the chains and are as 
successful. Even though the wholesaler may 
gain some price advantages under the Act, 
is there reason to believe that the small 
retailer will be the better off as a result? 
The answer would appear to be negative 
since wholesalers are not obliged by the law 
to pass any new advantages they may derive 
on to the retailer. Competition may result 
in some slight reduction in prices but by and 
large it does not appear that the small-scale 
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retailer has much to gain under this Act for 
the bulk of his purchases. 

The foregoing conclusion may be modi- 
fied somewhat for retailers who are mem- 
bers of cooperative chain groups, but only on 
the assumption that their wholesale divisions 
or members will gain price advantages which 
they have not previously enjoyed. This is a 
doubtful assumption in view of the great ex- 
pansion of these groups in recent years and 
the success they have had in meeting chain 
store competition. 

If the independent merchant is to derive 
no appreciable direct gains from the law, 
is it probable that he will benefit indirectly 
from penalties to the chains? This may be 
possible but only to the extent that chains 
have in the past derived substantial advan- 
tages from concealed or hidden rebates, dis- 
counts or allowances now prohibited. The 
Federal Trade Commission reports on the 
Chain Store Inquiry indicate definite buying 
advantages for chain systems, but some of 
these derive from quantity purchases and 


others from advertising allowances, both of 
which are permitted under the Act on the 
conditions, either that they be extended to 
all other buyers on the same terms or, only 
to chain systems which have been selected 
in good faith as the only source of sales 
outlet. 

It would not seem that the Act penalizes 
the large-scale buyer to the extent of handi- 
capping him very seriously, hence it cannot 
be claimed that the independents will profit 
greatly through indirect penalties on their 
major competitors. Moreover, the Act does 
nothing to alter the relative marketing effi- 
ciency of chains and independents, which is 
one of the more important causes of the 
lower prices which chain stores charge. 

Perhaps the most significant conclusion 
which can be drawn at this time is the pos- 
sibility that the Robinson-Patman Act is but 
an adumbration of future legislation both 
federal and state, which may go far to re- 
shape the marketing practices of the United 
States. 
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EW WORDs in the English language have 

drifted farther from their academic 
moorings than the word science. So indis- 
criminate has been its application to denote 
some indefinite and indefinable quality, some 
idea of super-excellence, some concept of 
exact fitness for a purpose, or some mys- 
terious but beneficent gift to the world, that 
one may well paraphrase the old saying 
about liberty—‘‘Oh, Science, what crimes are 
committed in thy name!” It is greatly to be 
regretted that in committing such crimes, the 
advertising profession has not been entirely 
guiltless. One is constantly reading in ad- 
vertising about cigarette companies which 
have developed scientific methods of toast- 
ing cigarettes, tooth pastes which preserve 
the teeth scientifically, scientific prepara- 
tions which will make hair grow on bald 
heads. Yet those who have tried these so- 
called scientific products know from their 
own experiences that many of them are 
neither scientific nor effective. In short, the 
word science by its continued and injudi- 
cious use has been perverted from its real 
meaning into a convenient selling term. It 
would almost seem as though any product 
which has nothing better to recommend it, 
may use the word “science” on its label and 
thus secure an enviable popularity. 

To those, however, who are devoting their 
time to the disinterested study of modern 
problems, the word “science” has a mean- 
ing far more exacting and at the same time 
far more definite. No criticism is quite so 
devastating in the academic field as the one 
that a writer is “unscientific.” Let us recall 
just what science means to the scientist. Ac- 
cording to Sir Arthur Thompson, the great 


English biologist, “Science is verifiable, com- 
municable, impersonal, unemotional knowl- 
edge.” It implies an intellectual attitude or 
mood, and a certain method of attack. 

The chief requisite for the proper mood 
for scientific work is an unbiased point of 
view—an absolute disinterestedness in the 
generalizations which ar : to be evolved from 
the facts—an attitude of detachment from 
the problem itself. This together with a 
thorough-going intellectual honesty, and a 
background broad enough to allow the in- 
vestigator to comprehend all the implica- 
tions and interrelations involved in the prob- 
lem, comprise the essential attitude for the 
scientific worker. 

It might be well to stop here to point out 
the difficulty of securing this type of scien- 
tific attitude in most business organizations. 
The very life of such organizations depends 
upon profits. Research men are often em- 
ployed in advertising not so much to find 
facts and principles as to secure a sales ar- 
gument which will convert a_ successful 
manufacturer into a remunerative client. 
The frequent requirement that research men 
must produce revenue for their firms is al- 
most bound to prejudice their results. There 
is an axe to be ground, and too often the ad- 
vertising executive understands so little 
about scientific method that he uses pressure 
to secure results which will be profitable 
regardless of their scientific accuracy. 

The fact that so-called research is often 
conducted primarily for the purpose of ra- 
tionalizing a sales campaign is one of the 
great obstacles in the way of developing real 


scientific work in advertising. Some years 
ago an effort was made to find what pub- 
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lishers thought of the analyses made by ag- 
encies for sales campaigns. An overwhelm- 
ing majority of the publishers stated that 
they put very little credence in such analy- 
ses. One may wonder what would have been 
the result had the agencies been asked what 
they thought of the circulation analyses 
made by the publishers. To complete the pic- 
ture, the advertisers themselves might have 
been asked what they thought of both of the 
other analyses. 

Another obstacle to the development of 
scientific methods in advertising and busi- 
ness generally arises out of the unfamiliarity 


of business men with the true nature of 


science. They are prone to look upon a sci- 
entific expert as one who has remarkable 
and mysterious powers of foresight, and in 
consequence of this attitude expect from 
him the impossible. He must be a prophet 
who can foretell where profits are to come 
from. He is expected to know the unknown, 
to foresee the unforeseeable. He should be 
able to state at a moment’s notice not only 
the amount of tooth paste consumed in Po- 
dunk last year but the extent of the potential 
market for a particular brand of the prod- 
uct. He should be able to glance at two 
advertisements and tell which will have the 
greater pulling power. 

This unfamiliarity with scientific methods 
and their limitations tends to make the busi- 
ness man impatient with the results which his 
research staff produces. He wants to know 
the facts at once and in concrete terms, lit- 
tle realizing the painstaking slowness with 
which science must work, if it is to be worth 
while. The interrelation of various factors 
in the economic world do not usually per- 
mit the answers to problems to be stated in 
simple unequivocal terms. The answers must 
of necessity be filled with limitations, con- 
tingencies, and implications. But the busi- 
ness man must have his material in concrete 
form ready for action. He has little patience 
with general tendencies and trends and oth- 
er-things-being-equals, simply because he 


deals chiefly in immediate and concrete 
problems. 

It is not difficult to understand why many 
research men imbued with the scientific spir- 
it hesitate to work under these conditions. 
And when they do, even those who are well 
trained frequently succumb to the pressure 
for immediate and definite “results”; they 
look to expediency rather than to scientific 
accuracy as a guide. They become sooner 
or later good super-guessers rather than re- 
search men, and their guessing is inclined 
to be in the direction of the executives’ pre- 
conceived ideas. 

However, it should not be implied that all 
of the difficulty lies on the side of the busi- 
ness man. Many research men are inade- 
quately trained—particularly in the realms 
of practical business. Seldom can research 
in the business world be carried on within 
the four walls of a room. Part of the real 
training must come out in the field of busi- 
ness. Practical experience should form a 
most important background for sound han- 
dling of problems in the business field. Fur- 
thermore, many research men are so vague 
and ambiguous in their statements, so over- 
cautious in their attitude that their conclu- 
sions are meaningless. Obviously such men 
do not have a scientific attitude, for clarity 
of thought and expression is the very es- 
sence of science. 

It is not meant to imply by this analysis 
that the conflict between science and business 
is irreconcilable or that progress is not be- 
ing made. Already numerous firms are car- 
rying on scientific research of high quality. 
Gradually more and more men with scien- 
tific training are becoming business execu- 
tives. Some of them have a real apprecia- 
tion of the scientific point of view. As more 
men, trained in scientific methods in our 
schools, work into executive positions a more 
tolerant attitude toward the scientist may be 
expected. His limitations for practical busi- 
ness will be understood and his methods 


utilized in solving business problems. 
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Possibly there is no such thing as the 
scientific method, for “scientific” is a de- 
scriptive rather than a definitive term, and 
therefore applies to many methods. It im- 
plies carefulness, and patience, and thor- 
oughness, and in general a very high type 
of workmanship. It requires both deduc- 
tion and induction, both analysis and synthe- 
sis. In its simplicity it involves four steps— 
(1) selection of facts, (2) registration of 
these facts, (3) the rearrangement of the 
facts into some workable form, to bring or- 
der out of chaos, and finally (4) the finding 
of a formula or conclusion. It will be noted 
that these steps may be followed whether 
the data are expressed in quantities and can 
be handled statistically, or whether, as in the 
case of much economic data, they must be 
expressed qualitatively. The formulas or 
conclusions resulting from scientific research 
are called laws, but they are laws in the 
sense of probabilities rather than in the 
sense of something that is absolutely certain 
and unvarying. 

During the past twenty years great prog- 
ress has been made in the application of 
various scientific methods to business facts. 
When business enterprise was small and 
dealt on a person-to-person basis, generali- 
zations were unnecessary, for each problem 
was an integral unit in itself, and business 
men relied largely upon their knowledge of 
individual facts within their personal ex- 
periences. As the scope of business enter- 
prise expanded and became more complex, 
the executive’s individual experience tended 
to crystalize into rule-of-thumb generaliza- 
tions. These rule-of-thumb generalizations 
often went wide of the facts and led into 
all sorts of difficulties. One often heard such 
statements as “my business is different,” “I 
know my customers,” “the way to get new 
business is to go after it,” “if my salesmen 
cannot get business, I will fire them and get 
others who can.” Little did the authors of 
these naive statements realize that their 
points of view were out of focus with the 


expanding scope of business. Mass produc- 
tion had brought problems of mass markets, 
yet restricted individual experience was be- 
ing applied to these problems, for no meth- 
ods of collecting and handling mass data 
had yet come into use. 

Gradually as business became larger and 
more integrated, as markets expanded and 
the problems became more complex, busi- 
ness men began to find interest in the facts 
which developed naturally out of their own 
records. Comparisons of sales in different 
areas showed large variations. Sales in- 
creased or decreased at irregular periods. 
Relationships between various types of data 
were recognized. In the lingo of advertising 
men executives became ‘“mass-fact con- 
scious.” They found that data concerning 
all phases of their business were interest- 
ing, even though they often could not see 
how these data could be used to aid them. 
In this stage of development great quanti- 
ties of information were gathered, recorded 
and filed away—interesting but unused. 

However, as more and more thinking 
came to be applied to these data, new con- 
cepts began to develop. “The average man,” 
or “the average sale,” or “the per cent of 
overhead to sales,” became a part of the con- 
versation of business men. In time more 
complicated ratios came into being. It was 
found, for instance, that for many purposes 
the modal or most common group was more 
important than the simple average. Definite 
attempts were made to find the quantitative 
relationship between the various types of 
sales and profits. Trends and tendencies 
were studied carefully, and many of the 
techniques of the statistician came into cur- 
rent use. The problem had changed from one 
of merely collecting data to one of analysis 
of the data in hand; scientific methods of 
measurement of relationship had to be de- 
vised. 


Throughout this entire development of 
business thinking the academic world has 
contributed a large and significant part to 
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the advancement and utilization of scien- 
tific methods in advertising. These contri- 
butions have come not alone from advertis- 
ing and marketing teachers, but also from 
those working in mathematics, statistics, 
econoniics, psychology, anthropology, and 
other sciences. In their close association 
with specialists from other fields advertising 
teachers have borrowed many ideas and 
have integrated them with their own for the 
purpose of studying advertising and market- 
ing. Most of these ideas soon find their way 
into practical advertising. By the reverse 
course much that has been learned in practi- 
cal advertising finds its way back into the 
class room and labratory. Thus the colleges 
act as liaison between the practical and the 
academic world. This continuous inter- 
ideas and 
methods is laying a sound foundation for 


change and dissemination of 


real progress in the scientific study of adver- 
tising. 

One of the great objectives in most of the 
advertising research work done thus far has 
been to secure more effective distribution at 
lowered costs. Mass distribution is almost 
bound. to be wasteful distribution unless it 
is in some way selective. How to make such 
a selection first, of markets, and second, of 
channels and media to reach these markets 
without wasted efforts—these have been 
among the major problems of the research 
man in advertising. For the answering of 
such problems data had to be collected from 
a multitude of sources. The number of 
people, the number of wired houses, the 
number of illiterates, the number of auto- 
mobile owners, and many other factors for 
a given market have been used to indicate 
the extent of potential purchasing. By ap- 
plying to these figures arbitrary weights, it 
is possible to secure a figure roughly repre- 
senting the expected purchases of a com- 
munity. 

The use of these weighted factors to se- 
cure a formula for determining the poten- 
tial purchasing of a community represented 


a great step forward in the use of scientific 
methods in studying marketing. It marked 
a change from the haphazard rule-of-thumb 
idea to one which required actual data, 
measured in quantities. The method, how- 
ever, still contained much guess work, and 
the conclusions indicated only roughly and 
often inaccurately the sales possibilities of a 
community. More refined methods had to be 
utilized in order to appraise the actual situ- 
ation. 

Due to the complexity of economic data 
simple measures of particular factors are 
often misleading. For instance, in Buffalo 
about fifty-two per cent of all families had 
radios in 1929. But in the lowest rent dis- 
trict only eighteen per cent had radios while 
in the highest rent district eighty-two per 
cent had them. Obviously there is a rela- 
tionship between rents and radio owner- 
ship, but what these averages do not show 
is the fact that the relationship is not con- 
stant. By using a line of regression it is re- 
vealed that among the poorer classes there is 
a fairly definite relation between increas- 
ing income and increasing radio ownership, 
but after a certain income level is reached 
practically all districts show about the same 
percentage of radio ownership. It is evi- 
dent that some measure other than a sim- 
ple average had to be used to show this 
changing relationship. 

A further difficulty in the study of eco- 
nomic data is that practically all the factors 
to be studied are interdependent. They can- 
not ordinarily be segregated and studied in- 
dividually as they can in the physical sci- 
ences. Many factors besides incomes affect 
radio ownership in Buffalo. There are in- 
terrelationships between literacy, racial 
background, size of families, and income. 
How can such complexities be untangled? 

Mr. Donald Cowan of Swift and Com- 
pany and his predecessor, Dr. L. D. H. 
Weld, now of McCann-Erickson, Inc., have 
both worked on this problem of interrela- 
tionships of different factors with marked 
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success. By using multiple and partial cor- 
relation they have been able to measure 
the relationships between a number of vari- 
able factors and the particular factor in 
which they are interested. In this way they 
have been able to develop formulas which, 
when applied to the raw data, give statisti- 
cal measures that are definite and accurate 
within the limits of their probable errors. 
In relation to his study of “The Consump- 
tion of a Product by Different Classes and 
at Different Times” Mr. Cowan states— 

The importance of the various influences 
upon the rate of consumption may be separated 
and measured by a partial and multiple corre- 
lation, including curvilinear adjustments and 
subject to its limitations... As a result of these 
measurements, diagrams may be drawn show- 
ing the per capita rate of consumption asso- 
ciated with given values of each influence, 
other influences in the study remaining con- 
stant. 

Dr. H. L. Moore of Columbia Univer- 
sity, who was one of the first to apply the 
technique of multiple correlation to econom- 
ic data, has said that “no matter what may 
be the number of factors in the economic 
problem multiple correlation is especially 
fitted to make a quantitative determination 
of their relative strength. It begins with con- 
crete reality in all of its natural complexity 
and proceeds to segregate the important fac- 
tors, to measure their relative strength, and 
to ascertain the laws according to which 
they produce their joint effect.” 

The development of these techniques and 
their application to the handling of market- 
ing data provide a basis for the study of ad- 
vertising problems with a degree of accuracy 
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never before thought possible. With the in- 
creasing use of these methods it is not too 
much to expect that executives of the future 
will learn to speak in terms of standards 
of deviation, coefficients of correlation, and 
probable errors as they now speak of the 
common average. 

Space does not permit a description of 
the various types of research which are be- 
ing carried on in advertising today. Meas- 
urement of sales potentials, surveys of buy- 
ing habits, analyses of sales channels, selec- 
tion of media, testing of copy—these are 
only a few of the fields to which the scien- 
tific approach is being made. During the re- 
cent depression research departments of 
many firms were curtailed or eliminated en- 
tirely as economy measures. Whether or not 
this will cause a permanent injury to the 
work cannot as yet be seen. On the other 
hand, there seems to have grown out of the 
depression a deeper appreciation of the need 
for scientific research in all quarters. There 
has come a wide-spread realization among 
business men that their former prosperous 
periods were in many cases built upon none 
too sound foundations. If business enter- 
prise is to fulfill its function, it must give 
more attention to the long time point of view 
and to the economic and social effects of 
its policies. To secure adequate bases for 
such long-run policies is the leading prob- 
lem of business executives today. It stands 
to reason that no such bases can be laid with- 
out more accurate and more extezsive 
knowledge of economic facts, and that such 
facts can only be secured through a scien- 


tific approach. 
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Comparison of Chain and Independent 
Grocery Stores in the San Francisco Area 


DAVID E. FAVILLE 
Associate Professor of Marketing, Graduate School of Business, Stanford University 


ucH factual information has_ been 
M gathered on the economic position of 
chain and independent stores. On the social 
side of the problem, in the matter of rela- 
tive support of the community by the chain 
and independent stores, little data is avail- 
able. Paul H. Nystrom in his appraisal of 
the attack on chain stores under title of 
“Mars Over the Channels of Trade” in the 
American Marketing Journal, October 1935, 
says: “There is probably considerable fact 
basis for the criticism that chains do not 
support local community movements as 
much as they should. This problem de- 
serves the study of both independent re- 
tailers and chain store executives. Some 
progress has already been made upon this 
point. More can no doubt be done. However, 
this criticism certainly does not constitute 
a sufficient basis for attempting to restrict 
or drive chains out of existence.” 

To obtain some measure of the relative 
contributions to their communities by both 
chain and independent grocery stores, a sur- 
vey was conducted during the past year in 
the San Francisco Peninsula area. Grocery 
stores were studied because it is in this 
field that the chains have had their most 
rapid growth and because the hot-bed of the 
struggle between chain and independent re- 
tailers centers in the food-retailing business. 
The study was made by a research agent 
working as an unbiased observer under di- 
rection of a member of the staff of the Stan- 
ford University Graduate School of Busi- 
ness. The area covered included the cities 
of San Bruno, Millbrae, Burlingame, San 
Mateo, San Carlos, Redwood City, Menlo 
Park, Palo Alto, Mountain View and Sun- 


nyvale. Employees of the grocery stores in 
these cities were interviewed and reports 
obtained from a representative group of 
226 persons—102 chain stores employees 
and 124 independent store employees. No 
attempt was made to collect material from 
employees of roadside and neighborhood 
types of stores. 


SUPPORT OF THE CHAMBER OF COMMERCE 


Support by the local businesses of the 
chamber of commerce of a community re- 
flects some degree of interest in the local 
community. Total membership of grocery 
firms in the chambers of commerce of the 
cities included in the survey was obtained 
from the secretaries of the chambers. Chain 
store support was considered in terms of 
membership per store. That is, to rate 100 
per cent membership, the chain organization 
was expected to have taken out as many 
memberships as it had stores in the com- 
munity. 

The survey revealed that 69 per cent of 
the chain stores and 29.8 per cent of the 
independent stores were members of the 
chamber of commerce. Thus it appears that 
in the district surveyed, the chain stores 
typically give the chamber of commerce 
more support than the independent stores. 
This may be the result, of course, of an 
organized marshalling of memberships by 
chain organizations in a deliberate effort to 
make a better showing of community sup- 
port than the independents. 


City Taxes oN MERCHANDISE AND 
EQuIPMENT 


The regular channels of distribution of 
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chain and independent grocery stores are 
somewhat different, and this difference al- 
lows some variance in the amount of city 
taxes paid per store. Although the amount 
of taxes paid is largely involuntary, for 
taxes are levied on the basis of the assessed 
valuation of the merchandise and fixtures 
of the store, yet the contribution to the city 
government and institutions in this form is 
so commonly regarded as a part of com- 
munity support as to demand consideration. 

An investigation of the 1935 taxes as- 
sessed on merchandise and fixtures of gro- 
cery stores in Palo Alto showed that the 
chain stores paid on the average $17.33 in 
taxes, while the independent merchants paid 
an average city tax of $19.96. This gives 
ground for the contention that independent 
stores render greater community tax sup- 
port than the chains, though the sample 
chosen is too small for conclusive evidence. 

The difference in amount of city taxes 
paid no doubt can be accounted for in part 
by a difference in distribution methods. The 
up-to-date merchandising systems of the 
chains, as well as the ability of the retail 
branches to obtain frequent deliveries from 
the central warehouse, has enabled them to 
decrease the average stock of their retail 
stores and increase the rate of stock turn. 
Accordingly, the chains have a smaller prop- 
erty value at each location on which the 
taxes may be assessed. Then too, the chains 
often pay federal and state income and capi- 
tal stock taxes in excess of independents— 
taxes which bring ultimate benefits for the 
general community well being. 


AGE, RESIDENCE AND STABILITY OF CHAIN 
AND INDEPENDENT GROCERY STORE 
EMPLOYEES 


The chain grocery stores in the Penin- 
sula area typically employ younger men than 
the independent stores. Forty-seven per cent 
of the employees of the chain stores were 25 
years of age or under, while only 29.8 per 
cent of the employees of the independent 





OF MARKETING 


stores fell in that group. Only 16.7 per cent 
of the chain store employees were over 36 
years of age, while 37.1 per cent of the inde- 
pendents’ employees were over this age. 

The typical number of years of residence 
in California of chain store employees was 
13% years while that of the independents 
was 20 years. In some degree this difference 
is a natural result of the lower age levels 
of the chain store employees. While 19.6 
per cent of the employees of chain stores 
have lived in the state less than six years, 
only 4 per cent of the independents have 
lived here for that brief a period. The re- 
liability of these figures so far as the chain 
stores are concerned may be checked against 
a recent survey carried on by the Safeway 
Stores, Inc., within their own organization. 
That study shows the length of residence 
of Safeway employees in California as fol- 
lows: 


More than 15 years ...... 2. 8% 
oe) ee re 20% 
SIE as 6566 ncaa nen be cewd 22% 
EE er chek excnecksare~d 16% 
SD cians sees secant 4% 


Years OF RESIDENCE IN THE LOCAL 
CoMMUNITY 

As far as the welfare of a particular 
community is concerned, the permanence of 
its residents is important. A moving popu- 
lation cannot own property or make much 
contribution to the civic or social life of a 
city. In the survey undertaken, the most 
typical period of residence for chain store 
employees was 4 years, while that of the in- 
dependents was 10% years. It was found 
that only 7.8 per cent of the chain em- 
ployees had resided in the local community 
more than 16 years. On the other hand, 30.5 
per cent of the independents has been in the 
local community for the same period. 

In defense of this apparently poor show- 
ing for the chain stores, it should be pointed 
out that independent store owners natural- 
ly choose their employees from among theif 
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local acquaintances, while the chain store 
employment bureaus are commonly located 
in a head office. It is also often to the ad- 
vantage of the employee of the chain store to 
transfer to a better position in another city. 
Men are permitted to move to other locali- 
ties for their own best interests as a matter 
of promotion and greater opportunity. In 
such a practice, an individual’s gain may be 
the community’s gain as well, for commend- 
able progression makes for a happier group 
of individuals who may be more enthusiasti- 
cally active in civic affairs than independent 
store employees who may have settled back 
into their niches so to speak and for whom 
mere residence does not necessarily mean 
civic support. 


YEARS EMPLOYED IN THE SAME STORE 


As in the case of the length of residence 
in the local community, the chain store em- 
ployees did not show up as well as the 
independent store employees in the matter 
of length of service in an individual store. 
The typical number of years spent in em- 
ployment in a particular store by chains was 
134 years as compared with 4% years for 
the independents. Such a comparison may 
be questioned however, since company em- 
ployment, not individual store employment, 
is the measure of stability of employment 
of a chain store worker. 


Tue NuMBER OF DEPENDENTS OF CHAIN 
AND INDEPENDENT STORE EMPLOYEES 
The survey revealed but little difference 

in the average number of dependents of 
chain and independent grocery store em- 
ployees. Both chain and independent store 
employees had on the average 1.9 depend- 
ents (including wife, children, and parents 
either wholly or partially dependent). This 
lack of difference between chain and inde- 
pendent store employees is surprising in 
view of the considerable difference in age 
levels of the employees of the two types 
of institutions. 


REAL AND PERSONAL PROPERTY OF EM- 
PLOYEES OF CHAIN AND INDEPENDENT 
SToRE EMPLOYEES 


The following comparative figures on 
chains and independents are further indi- 
cators of community stability and partici- 
pation in community affairs. 


Chains Independents 


Employees owning houses 11.8% 29.8% 
Employees owning homes or 

living with parents who do 32.4 43.6 
Employees owning automo- 

biles 66.7 74.8 
Employees owning radios 83.2 82.3 
Employees who paid taxes 

last year 66.7 78.2 
Employees who made con- 

tributions of over $1.00 to 

charity last year 85.0 86.8 
Employees who are regis- 

tered voters 67.7 74.2 
Employees who are members 

of service clubs or lodges 42.2 54.5 
Employees belonging to a 

church 69.3 66.7 


The above figures in most instances favor 
the independent store employees; yet the 
differences seem in large part to be ex- 
plainable by age differences. It is reason- 
able to suppose that men in their thirties 
will be more likely to own homes, have auto- 
mobiles, pay more taxes and belong to serv- 
ice clubs, etc., than men in their early twen- 
ties. 

SUM MARY 


The most important argument in favor 
of the chain stores, as regards their value 
to the community in which they are located, 
is that their presence generally has the effect 
of reducing prices to consumers not only 
on such goods as they buy through chain 
stores but also on goods purchased through 
the independent stores as well. This mer- 
chandising economy has been of benefit to 
the community because the lower prices 
have in reality made possible a higher stand- 
ard of living on the part of the consumer. 

The chain grocery stores in the San Fran- 
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cisco Peninsula area have been more gen- 
erous than the independent stores in their 
support of the chamber of commerce. 

The independent stores, when considered 
as a group, seem to present more desirable 
characteristics from a community stand- 
point in regard to the amount of money 
spent in the local community, and the con- 
tribution to the local city government in the 
form of taxes. The employees of the inde- 
pendent stores have typically resided in the 
local community for a” longer period and 
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have worked in the store for a greater length 
of time. Conditions surrounding these em- 
ployees have made it possible for a larger 
percentage of them to own their own homes 
and automobiles and to enter into the social 
life and general activities of the community, 
The employees of the chain stores are on the 
average younger men and women, many of 
whom by reason of age limitations have not 


yet attained home or automobile ownership 
and who have yet to make their full measure 
of community contribution. 











th 
n- 
er 
ies 
ial 
ty. 


he 


ot 
Lip 
ire 





Wholesaling of Automobile Tires 


W. W. LEIGH, Px.D. 
Professor of Marketing, University of Akron 


ow that the depression has dispelled 
N most of the easy-profit notions com- 
monly associated with direct distribution 
and, instead, is emphasizing the costs and 
risks attendant therewith, the wholesale 
function is receiving more attention and 
analysis. In addition, the Wholesale Census 
of Distribution and the Census of American 
manufacturers, 


wholesalers and students with both an in- 


Business have provided 
further 


studies. This paper is presented with the 


centive and a factual base for 
hope that a review of the wholesaling ex- 
periences of automobile tire manufacturers 
may make some small contribution to this 
growing body of literature. The evolution 
of the tire wholesaling machinery will be 
briefly traced, the characteristic wholesale 
patterns of the industry described and ap- 
praised, and an attempt made to portray and 
analyze some of the more recent forces in- 
fluencing the industry, with particular ref- 
erence to tire wholesaling. 


THE AUTOMOBILE TIRE 
WHOLESALING SYSTEM 


EVOLUTION OF 


To establish connections with bicycle and 
carriage manufacturers and to keep in touch 
with retail trade developments the early tire 
manufacturers established sales branches in 
the principal cities. As the bicycle hobby in- 
creased in popularity and bicycle assemblers 
began to spring up everywhere, additional 
branches were established. Branch houses 
served, also, as convenient outposts to which 
carriage wheels were sent for the mount- 
ing of channel rims and rubber tires as well 
as supply sources for the carriage tire trade. 

This embryonic branch house system 
fitted the needs of the automobile market 
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very well. In the early days, automobile 
tires were so unreliable and so difficult to 
repair when cut or bruised, that a sales and 
service problem was immediately precipi- 
tated by the sale of a motor car. The car 
manufacturers, recognizing the full impor- 
tance of tire service to successful car opera- 
tion, practically demanded that any tire pro- 
ducer who sought their business should pro- 
vide field sales and service throughout the 
market.’ 

The branch house at first, therefore, was 
particularly important as a repairing and 
service agency.* After the elementary prin- 
ciples of tire repair were worked out, re- 
pairmen were trained and established in the 
field. The branch repair department then de- 
voted its efforts to evolving new and im- 
proved repair practices and to training sales- 
men and dealers in the servicing of tires. 
The branch was effective, also, in expand- 
ing, stocking, and directing the dealer or- 
ganization which was so necessary to in- 
sure immediate sales and delivery service 
to motorists and to guarantee to the par- 
ticular tire manufacturer the market after 
it had matured. 

After 1910 the branch system expanded 
more as an aggressive selling and supply 
agency. It was substituted for jobbers and 
distributors as rapidly as the financial posi- 
tion of the tire companies permitted, for 
these middlemen were unwilling or unable 
to push tire sales adequately, build dealer 
representation, carry complete tire stocks, 

Firestone tells us that he nearly lost his first 
Ford contract because his small company did not 
have such facilities scattered over the United 
States. H. S. Firestone and Samuel Crowther, 
“Men and Rubber,” pp. 81-88. 

* See Horseless Age, June 22, 1901, p. 171. See 
also Automobile, May 17, 1906, p. 1813. 
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and extend credit to dealers.* The function 
of physical supply was likewise becoming 
of vital importance. Automobile wheel rims 
and tires were not standardized; conse- 
quently, large stocks were required to meet 
the demand and, since tires were often pur- 
chased as emergency items, prompt service 
was imperative.‘ 


AUTOMOBILE TIRE WHOLESALING 
FOLLOWING THE WorLD WAR 


By 1920 the wholesale tire distributing 
machinery had assumed quite a definite 
form. The company-owned branch house 
was the backbone of the system, since it 
accounted for approximately 80 per cent of 
the manufacturer’s replacement sales.° By 
1929 the sales volume passing through 
branches had declined considerably, yet they 
remained as the principal wholesaling agen- 
cy, as the following table shows: 


While only five tire companies utilized 
branch house distribution exclusively, the 
29 companies employing it either entirely 
or partially were the largest companies in 
the industry. Companies, such as Goodyear, 
Goodrich, Firestone, United States Rubber, 
Fisk, Kelly Springfield, and General, had 
practically blanketed the country with their 
branches and warehouses, while many oth- 
ers, such as Seiberling, Lee and Pennsyl- 
vania, operated rather extended systems. In 
addition, these companies operated fully as 
many sub-branches and warehouses. Sub- 
branches carried stocks, made adjustments 
and handled routine credits. While no data 
are available as to the total investment of 
tire companies in branch houses and suppl) 
depots, the amount must have been 20 mil- 
lions of dollars or more, excluding inven- 
tories. 

Wholesale merchants and agents, while 


TABLE I.—DIsTRIBUTION OF SALES OF TIRE MANUFACTURING COMPANIES TO THE RENEWAL MARKET AS 
OF THE YEAR 19298 




















Selling Value of Number of Plants Selling 
Distribution of Sales Product Bas 

f.o.b. Factory nena Total Exclusively 
Ultimate Consumer Market....... $572,794 100.0 91 
Through Manufacturer’s Branches. 373 ,314 65.2 29 5 
Through Wholesalers............ 62 ,939 11.0 42 12 
spect 6p Metailers............. 135 ,343 23.6 67 
Direct to Household Consumers. . . 1,198 a 17 6 











*Firestone and Crowther (op. cit.) give an 
excellent discussion of this phase of selling, pp. 
158-160. Firestone Tire and Rubber Company dis- 
continued distributors in 1913. (Jbid.) Goodyear 
discontinued independent distributors in 1918. 
Rubber Age, October 10, 1918, p. 24. 

*To meet this need the B. F. Goodrich Com- 
pany, in 1910, set up a chain of “supply depots” 
to supplement the service of the main branches. 
Each depot carried an average stock of tires val- 
ued at approximately $20,000 and was equipped to 
do tire repairing and make adjustments. (Horse- 
less Age, December 7, 1910, p. 790.) Other com- 
panies adopted a similar plan. 

°An estimate only. William O’Neil, President 
of General Tire and Rubber Company, would set 
the wholesalers’ share of the volume at about 33 
per cent. The writer believes that figure is much 
too high. 


not important quantitatively, played quite 
an important role in tire distribution. Twelve 
companies employed them exclusively and 
thirty other companies employed them par- 
tially, that is, in sparsely populated areas, 
for specific purposes or to sell minor lines. 
Even the largest companies, as United States 
Rubber, Goodrich, and Goodyear, for years 

* Derived from Fifteenth Census of Manufac- 
tures, Distribution of Sales of Manufacturing 
Plants, pp. 32-33. The item “Sales to Industrial and 
Other Large Consumers” has been deducted from 
“Total Distributed Sales” to procure the “Ulti- 
mate Consumer Market.” This method involves 4 


slight error since some $5,000,000 of sales in the 
above classification are sales to large consumers. 
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have utilized jobbers for certain brands of 
tires." 

General line jobbers such as hardware, 
automotive accessory and automotive parts 
wholesalers refused to make the required 
stock investments and devote sufficient time 
to tires, or they were not available in suffi- 
cient numbers ; consequently, other types of 
wholesalers had to be found.® As in the 
automobile industry, therefore, it became 
common to encourage tire dealers to func- 
tion in a wholesale capacity.® This was ad- 
vantageous since the dealer usually had to 
carry large stocks, did not need to repack- 
age the tires since they retailed in the orig- 
inal packages; the wholesale discount ma- 
terially increased his gross margin; long 
credit terms were given which permitted 
him to resell the product and collect before 
payment from him was required; he could 
sell and advise dealers on tire problems bet- 
ter than could the general jobber’s sales- 
man, and tires were usually the dealer’s 
major line. As a result, the majority, in 
numbers at least, of tire jobbers were whole- 
saling retailers. 

Wholesale merchants were usually given 
exclusive territorial rights, considerable 
sales promotion assistance and placed on a 
distributor basis. This plan was necessary to 
induce the jobbers to carry tire stocks and to 
give the product the necessary sales support. 


APPRAISAL OF THE BRANCH House 
SysteEM (Prior To 1929) 
The branch house plan of marketing as 
it operated in this industry has been criti- 


"B. F. Goodrich utilized jobbers for the Dia- 
mond tire. Recently they had 28 jobber accounts. 
(Confidential source.) Goodyear markets its 
Marathon brand tires through jobbers. 

*The general jobbers had quite generally 
dropped out of tire selling. (Motor Magazine, 
July, 1934.) Even today automotive accessory job- 
bers who sell small accessories are rare establish- 
ments. Most wholesalers in the field are parts and 
equipment jobbers (Frank Wilson, B. F. Good- 
rich Company). 

*See Ralph Epstein, The Automobile Industry, 
A. W. Shaw Company, Chicago, 1928, pp. 143-45, 


cized as being costly and wasteful. One 
writer characterized the branch organiza- 
tion as a “burden which the large companies 
had to bear.”*® A prominent rubber official 
declared that $5,000,000 could be saved an- 
nually by weeding out unnecessary branches 
and improving the efficiency of branch op- 
erations." 

Yet there can be little doubt that the 
branch house, during the period prior to 
1929 proved an effective and economical dis- 
tributive agency for tires: First, as a sales 
and service institution it was superior to 
wholesalers. Poor tire performance, per- 
haps, exercised a retarding influence on the 
development of the automobile but had the 
industry been dependent upon independent 
channels for repair and service the lag in 
tire performance, no doubt, would have 
been even greater.’ Wholesalers who could 
sell tires were not available in sufficient num- 
bers and had they been, it is inconceivable 
that they would have been able to sell in 
large volume an expensive branded com- 
modity like tires. Second, the branch was 
essential to maintain the dealer organiza- 
tion. Dealer organizations were very im- 
permanent; the failure rate of dealers was 
very high and, in addition, they switched 
from company to company frequently, al- 
though the manufacturers may have been 
largely responsible for this condition.’® In 


* Since the small companies were relieved of 
this burden, they enjoyed a marketing advantage 
over their larger competitors. H. O. Smith, a 
prominent tire company official, Tires, August, 
1929, p. 37. 

™W. O. Rutherford, then Vice-President of 
the B. F. Goodrich Company, Tires, February, 
1924, p. 55. 

* See Henry C. Pearson, Pneumatic Tires, pp. 
71-72, India Rubber Publishing Company, N.Y., 
1922. 

* The Census of Business gave the annual dis- 
appearance rate for all retail business as 9.1 per 
cent per year, but for accessory, tire, and battery 
dealers it was 14.0 per cent. Retail Distribution, 
Vol. IV, New and Old Retail Stores in 1933. R. E. 
Davis, Manager Commercial Research, Goodyear 
Tire and Rubber Company gives the average life 


of a tire dealer as 3% years. 
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periods of depression especially, the dealer 
organization fell into a state which bordered 
upon collapse. Third, the branch played an 
important role in regularizing distribution. 
It was responsible for securing dealer or- 
ders at a time and on such terms (spring 
datings) that the factory could operate dur- 
ing the winter season and the tires would be 
available in the field 


when demanded. 


ation of the present giants that dominate 
the industry. 

But what was the cost of branch house 
operations? For the years 1926 to 1928 in- 
clusive, the writer has information on two 
large companies. Branch house expenses 
for one company were 6.5 per cent of net 
sales for the year 1926, 7.0 per cent for 
1927, and 7.3 per cent for 1928;'* the ex- 


TABLE II.—DIsTRIBUTION EXPENSES OF ONE LARGE TIRE MANUFACTURER EXPRESSED AS A PERCENTAGE OF 
ARS 1926-1928" 


SALES FOR THE YE 








Percentage to Net Sales 
Expense Items — 

1926 1927 1928 

Discounts and Allowances 5.69 YF 8.68 
Le ace ra ale ao arog isda aiavd $.27 2.67 3.12 
Warehousing and Shipping (Factory)... . .38 .46 50 
ee 2.91 3.84 4.23 
Field Selling and Operating 6.45 7.00 7.29 
Home Office Selling. . .86 .83 1.13 
19.56 22.37 24.95 














Fourth, the growth of the truck business 
favored 
branch wholesaling. Truck registration in- 
creased from 85,000 in 1914 to 3,379,854 in 


1929. In the latter year, truck tire sales 


and of large national accounts 


constituted 8 per cent of the total unit and 
26.3 per cent of the total dollar volume 
of tire sales. In addition, with the develop- 
ment of truck and bus transport and the 
trend toward mergers, many large fleet op- 
erators Came into existence and these opera- 
tors desired direct relations with the tire 
manufacturer for service as well as for price 
reasons. Finally, the branch gave the manu- 
facturer better control of his market. The 
large advertising expenditures could be fol- 
lowed through more effectively and prices 
could be more closely controlled. Uniform 
price lists were maintained and, prior to 
1926, the large manufacturers exercised a 
very definite control over prices. In fact, 
there exists considerable evidence to indi- 
cate that market control was one of the fac- 
tors which contributed most toward the cre- 


penses of the other were higher. The branch 
expense ratio of the industry probably ran 
from approximately 10 per cent in 1926 to 
approximately 12.5 per cent in 1928. 

The total 


tion costs were, of course, far above the fig- 


tire manufacturers’ distribu- 
ures given. The following table shows the 
relation for one manufacturer of branch ex- 
pense—referred to as “field selling and op- 
erations’’—to total distribution costs.’ 
The operating expenses of independent 
tire wholesalers, according to the Harvard 
University Research, 
were 24.8 per cent of net sales in 1924." 


3ureau of Business 


* Federal Trade Commission Docket 2116 
Commission exhibit no. 663A1, These costs include 


only salesmen’s salaries and traveling expenses, 


credit and collections, warehousing brancl 
house administrative expenses. 

*It should be noted that “Discounts and Al 
lowances” are included which is a questionable 
accounting practice. 

* Compiled from 


and 


Federal Trade Commission 


Docket 2116, Respondent’s exhibit no, 22088A-C 
* Operating expenses of Wholesalers Tire and 
Accessory Business no. 51, 1924. 
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One well-known firm that consistently em- 
ployed the jobber channel allowed them a 
2214 per cent discount,’® while the Census 
gave the total expenses of jobbers in this 
field as 20.5 per cent in 1929.1* Therefore, 
we may conclude that the wholesalers’ mar- 
gin averaged from 22 to 25 per cent during 
this period. 

From this comparison it appears that al- 
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Recent Market CHANGES AFFECTING 
Tire DistrIBUTION 

Such was the structure of wholesale dis- 
tribution in the tire industry previous to the 
last few years when “mass distribution,” 
depression, and numerous other forces com- 
bined to reshape the tire distribution pattern. 
A number of these factors will be consid- 
ered briefly at this point. 


TABLE III.—VARIATIONS IN TIRE RETAIL PRICES, MARKETING, FACTORY AND MATERIAL COSTS FOR THE 


YEARS 1921, 1927 


, 1931, AND 193573 











1921 1927 1931 1933 
Retail Price... . $38.40 $21.50 ‘$12.75 $10.50 
Marketing Costs 15.90 11.50 6.37 5.63 
Factory Cost..... 22.50 10.00 6.38 4.87 
Raw Material Costs. . 7.93 5.74 2.73 2.27 

















though total branch house operating ex- 
penses were rising throughout the decade 
following the World War, they were only 
about one-half the operating costs of inde- 
pendent wholesalers. Of course, the respec- 
tive costs are not strictly comparable. The 
branches transacted the great bulk of the 
sales, operated in the densest markets and 
handled well-advertised brands, while the 
jobbers covered the “thin” markets, carried 
unknown manufacturers’ or private brands 
and sold a much smaller sales volume per 
establishment.*° On the other hand, whole- 
salers, if feasible, could not have relieved 
the large tire manufacturers of much of 
their marketing costs beyond field selling 
and operations and, perhaps, some freight, 
warehousing, and shipping expense. 


* Mansfield Tire Company—according to their 
1934 price lists. 

* Fifteenth Census of the United States, 1930. 
Wholesale Distribution, Summary for the United 
States, p. 86. 

” The average branch had tire and tube sales of 
about $830,000 in 1929 while the average whole- 
saler had only $117,000. It appears from the cen- 
sus data that both types of firms operate accord- 
ing to the law of decreasing cost, consequently we 
would expect wholesalers’ costs to be the higher. 

"The primary cause of this drop in sales has 
been the improvement made in the quality of tires. 


One of the most significant factors affect- 
ing the industry has been the severe drop in 
tire replacement sales.** Replacement unit 
sales in 1926 were 40,104,000 and in 1928, 
the peak year, 50,562,000. By 1933 sales had 
fallen to 34,420,000 or 32 per cent from 
their high mark. 

Second, a most rapid price decline affected 
tires. The average price per passenger car 
tire declined from $19.50 in 1926 to $8.08 in 
1933. By 1935 this average was about 
$9.83.22 This price ebb was due to a large 
degree to falling material prices, which 
greatly increased the significance of both 
processing and marketing costs in the manu- 
facturer’s cost calculus. This fact is por- 
trayed strikingly in Table III. 

Significant changes also have occurred in 
the market from 1926 to 1933 as a result of 





The number of tires required per car per year 
was 2.02 in 1926, 2.29 in 1928, and 1.38 in 1933. 

Commercial Research Department, Goodyear 
Tire and Rubber Company. There has been some 
increase in the size of the average tire during this 
period due to the trend toward low-pressure tires. 

* Retail prices are those of H. H. Harriman, 
Akron Beacon Journal, Akron, Ohio, March 13, 
1932. Factory and material costs are derived from 
the Census of Manufactures. 
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the invasion of large scale retailers. In the 
former year the independent dealers—an ar- 
ray of specialty tire shops, garages, hard- 
ware stores and general merchants—sold 
over 89 per cent of the tires destined for the 
renewal market. At that time the only seri- 
ous competitors were the two mail order 
houses which had combined sales of 


tire market, the distribution picture changed 
approximately as follows between the years 
1926 and 1934. 

These transitions in tire distribution 
methods were part of the movement which 
affected distribution generally, but in this 
field they were unusually dynamic due to 


several causes: (1) the vast improvements 


TABLE IV.—CHANNELS OF DISTRIBUTION FOR AUTOMOBILE TIRES—RENEWAL MARKET ONLY. 
YEAR 1924 anp 1924% 




















1924 19.34% 

Type of Channel Tire Units % of Tire Units % of 

Sold Total Sold Total 

Total Renewal Sales. .... 40,104 ,000 100.00 34,410,000 100.00 

Independent Dealers......... 35 , 830,000 89.3 19 ,649 ,500 57.10 

Automobile Manufacturers* 10 ,000 2,580,000 7.50 

Mail Order Only. 2 ,486 ,000 6.2 1,155,500 3.40 
Chain Stores (Including “Mail 

Order House Stores) . 971,000 2.4 3,755,500 10.90 

Ce chtbeckareGh -oekekihewe 0 -senese 3,550,000 10.30 

Company-Owned Outlets. 182 ,000 0.5 3 ,039 ,500 8.80 

Miscellaneous............... 625 ,000 1.6 680 ,000 2.10 

















® In 1934, approximately 100 per cent of all cars sold carried a spare tire. The manufacturers purchased 
spare tires at a differential over the standard set of four, Formerly, tire dealers had sold the spare equipment. 
b Includes sales of oil companies’ private brands as well as of tire manufacturers’ standard brands. 


2,786,000 units. By 1929, the scene had 
shifted almost completely. The mail order 
stores had increased their sales to 4,500,000 
units, and the rubber companies, led by Mr. 
Firestone, were rapidly extending their 
owned-store systems. Also, the introduction 
of the Atlas tire by the Standard Oil Com- 
pany brought in oil stations as dispensers 
of tires. These outlets sold over 3,000,000 
tires in 1933 and about 3,800,000 in 1934. 
As a result of these shifts in the renewal 


“Taken from a dissertation submitted at 
Northwestern University by the author entitled: 
“Some Marketing Problems of the United States 
Automobile Tire Industry and some of Their 
Effects Upon the Industry Since 1922.” 

* In 1935, the oil companies increased their po- 
sition to approximately 11.3 per cent of total re- 
placement sales, the company-owned outlets to 
10.7 per cent, and automobile manufacturers to 
11.2 per cent. The other groups remained almost 
constant except dealers who declined to 50.1 per 
cent, 


which occurred in tire quality during the 
decade of the 1920’s made tires standard 
articles of merchandise; (2) the expansion 
of car ownership presented a ripe market 
for tire selling; (3) the chain idea seized 
the mail order houses at that time and in- 
vaded the auto accessory field on a signifi- 
cant scale; (4) the price and distribution 
policies (or the absence of such policies) of 
certain large tire companies particularly fav- 
ored and stimulated the growth of large- 
scale retailers. 

This kaleidoscopic change in the channels 
of tire distribution has greatly affected the 
composition and the control of the retail tire 
market. In the first place, the number of 
retail outlets selling tires has increased from 
75,000-90,000 in 1929 to over 184,000 in 
1934.2 This tremendous increase is to be 


* The number of dealers operating in 1929 has 
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accounted for by the addition of some 
65,000 oil stations besides numerous acces- 
sory shops, drug stores, barbecue stands, 
and other types of retailers to the ranks of 
tire sellers. Second, the cream and control of 
the retail market has passed largely into the 
hands of the large scale retailers—about 40 
to 50 in number—representing mail order 
houses, chain store organizations, oil com- 
panies, and tire manufacturers’ retail sys- 
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large tire manufacturer are shown. While 
the data are in value terms and consequently 
sales declines are exeggerated, yet they are 
significant. 

Errects Upon Tir—E MANUFACTURERS’ 

WHOLESALING METHODS 

Since the wholesale structures are the dif- 
ferential gears which must adapt themselves 
to modifications in production and in the 


TABLE V.—PERCENTAGE OF DEALERS AND VOLUME OF DEALER SALES OF ONE LARGE TIRE MANUFACTURER 


CLASSIFIED ACCORDING TO VOLUME GROUPINGS. 1927-1932* 














Under $1,000 $1,000-—3 ,000 $3,000-10,000 $10,000 and over 
Year 

% No. % Vol. % No. % Vol. % No. % Vol. % No % Vol. 

1927 51.4 13.6 31.8 18.9 12.5 20.8 4.3 46.7 
1928 53.9 13.8 29.7 17.7 12.7 20.2 4.6 48.3 
1929 57.0 11.4 26.9 5.7 11.4 19.7 4.7 53.2 
1930 66.1 16.7 18.8 Z.3 Ss 21.2 3.6 49.5 
1931 70.5 13.2 19.8 17.7 6.8 18.1 2.9 51.0 
1932 76.9 14.2 15.8 16.7 5.0 16.6 a 52.5 


























* Confidential Source. 


tems. Third, there has taken place a general 
diffusion and disorganization of the regular 
dealer market: tires have become but side- 
line merchandise with thousands of dealers 
while the number of specialty dealers has 
steadily diminished. Approximately 115,000 
dealers account for less than 60 per cent of 
total replacement sales, if spare tires be dis- 
regarded.’ Less than 10,000 of these dealers 
do almost three-fourths of this volume. The 
remaining 105,000 dealers, therefore, share 
only 16-20 per cent of the total replacement 
market.?* The situation is presented forcibly 


in Table V where the dealer sales of one 





been variously estimated by such authorities as 
F. A. Seiberling, A. L. Viles, General Manager of 
the Rubber Manufacturer’s Association and others. 
The 1934 figure is the estimate of E. G. Holt, 
Department of Commerce, Tire Distribution and 
Retail Outlets in the United States, 1934, Rubber 
Division, December 15, 1934. 

* These data are based upon the writer’s field 
investigations of this industry. 

*Ralph Busbey, of the Tire Review (Inter- 
view), and W. D. Levy, President of the Fisk 
Rubber Corporation (Statement Hearings in Code 


market, the stresses and strains which were 
placed upon those structures in the tire in- 
dustry recently must have been most severe. 
Furthermore, as the tire wholesale system 
was largely producer-owned and, therefore, 
conditioned by the total organization de- 
mands of the manufacturers rather than by 
marketing factors, it is pertinent to inquire 
to what extent and by what means it passed 
through this crisis. It must be borne in mind, 
however, that the industry is still in a state 
of transition and flux and, also, that it is 
impossible to determine to what extent the 
variations are basic as contrasted with cycli- 
cal. 

The rise in tire manufacturers’ branch 
house costs from 1926 to 1928 was, no 
doubt, an indication of an over-expansion 
of their marketing facilities as well as a 
tightening of competition. Subsequent to 
1929, conditions grew worse rapidly; tire 





of Fair Competition in the Rubber Tire Industry, 


October 20, 1933). 
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volume declined sharply and, in addition, 
large scale retailers began to cut into the 
market alarmingly. The bulk of the volume 
of these large establishments, by being 
shipped direct from the factory to the stores 
or to syndicate warehouses,”® shrank branch 
sales fully 20 per cent. Then, too, the tire 
companies were expanding their owned 
store chains rapidly, and this greatly en- 
larged their market investments and multi- 
plied their already ample marketing facili- 
ties. At the same time the competitive 
situation was becoming more intense and 
marketing margins on tires were rapidly 
narrowing. 

Tire manufacturers used the pruning 
hook freely in their efforts to control their 
selling expenses. Between 1929 and 1933 the 
number of wholesale tire branches in the 
United States was reduced from 418 to 340 
or 18 per cent.*° Goodyear reduced the num- 
ber of its branches from 52 to 41; Firestone 
from 51 to 43; and Goodrich from 109 to 
28.°1 The company warehouses were like- 
wise curtailed. Severe reductions also were 
made in personnel and salaries. Goodyear 
reduced its field force from 959 in 1930 to 
690 in 1933.52 Salaries and commissions 
were slashed. Much more effective sales 
control methods were introduced and sales 
expenses were scrutinized most carefully. 
The industry previously had left the detailed 
planning of the sales work largely to the 
salesmen, but the central office now began 

* The mail order houses maintain dispatchers 
at the various tire factories and ship tires direct 
to their stores. The oil companies selling manu- 
facturer’s branded tires do not handle the tires 
at all. The manufacturers’ branches make delivery 
directly to the stations. The oil companies take 
an “override” of about 10 per cent on all of the 
sales made to their owned and controlled stations. 
They are thus insured of excellent delivery service 
and relieved of all risk. 

* Fifteenth Census of the United States, 1930, 
Wholesale Distribution—Summary for the United 
States, p. 90. Census of Business 1933, Wholesale 
Distribution, Vol. I, Table 2B, p. Al2 and Al14. 

* Confidential sources. 


® Federal Trade Commission Docket 2116. 
Commission exhibit no. 182. 


to exercise a very close control over sales- 
men’s routing and calls and to set mileage 
and expense standards. 

In spite of the enormous increase in the 
number of dealers and the resulting “thin- 
ning” of the market, branch house sales ac- 
tivities and costs did not increase in anything 
like a comparable ratio. The branch house 
did not extend its services to these thou- 
sands of small dealers; instead, it kept its 
dealer accounts at a rather constant figure 
by shifting the servicing of small and diver- 
sified retailers to the company-owned stores 
and independent dealer-distributors.** 

There has been, also, a decided tendency 
toward dealer warehousing and factory de- 
livery. The dealer-distributors, mentioned 
previously, have assumed part of the re- 
sponsibility for the physical supply function, 
but the manufacturers, also, have estab- 
lished numerous warehousing dealers. These 
dealers are given a 5 per cent commission 
for housing and handling field stocks.** In 
addition, the manufacturers have attempted 
to lessen the need for their own warehousing 
services by promoting direct shipments from 
the factory. Truck transportation has made 
more direct shipment feasible, but the ex- 
ample of the mail order houses who supply 
their stores direct has been, no doubt, a 
factor. All 2,000 
pounds and over will be shipped direct from 
the factory and a freight allowance of 2 or 


motivating orders of 


2.5 per cent given.*® 


*The activities and responsibilities of the 
branch manager are in no wise lessened for he 
has had to assume, in addition to wholesale sales, 
responsibility for the retail sales of the company 
stores in his territory. He and his staff are also 
expected to teach the oil companies and dealers 
better tire merchandising practices. The industry 
recently is assuming more responsibility for the 
retailing of its product. 

“ All stocks are consigned and kept separate 
and distinct in the manufacturer’s name. In addi- 
tion to the 5 per cent warehousing commission 
the dealer is enabled to obtain a high turnover 
by charging his stock out, except for tires on dis- 
play, only as he sells it. Interview R. E. Davis, 
Goodyear Tire and Rubber Company. 

* This plan was also aimed to encourage deal- 
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In some respects, however, an expansion 
of branch house activities has occurred. 
Tire companies, particularly Firestone and 
Goodrich, have widened considerably their 
automobile accessory lines until they now 
include batteries, car heaters, fan belts, and 
numerous other items. Recently Firestone 
added oil and gasoline and began delivering 
them via its own tankers to its owned and 
dealer stations, but this experiment was soon 
discontinued.*® 

The opening of the retail stores perhaps 
has precipitated the gravest problem. These 
stores represent a tremendous investment 
and a disappointing one, since, to date, all 
but one system have resulted in huge operat- 
ing losses. Furthermore, practically every 
city where a branch was located also sup- 
ported one or more large, expensive com- 
pany-stores. 

These company-stores have from their 
very inception been engaged in wholesaling. 
One of the primary reasons for their estab- 
lishment was to solicit the growing commer- 
ial or truck business. The manufacturers, 
also, began to utilize warehouses for the 
convenience of dealers in the immediate vi- 
cinity. These stores carried full and com- 
plete stocks and so were in a position to 
make deliveries conveniently and promptly. 
The next step was to have the stores func- 
tion as distributors to a number of inde- 
pendent outlets or sub-dealers in the com- 
munity. At 


OW ned 


present most manufacturers’ 


stores function in this capacity. 
While this plan does not entirely eliminate 
the duplication of activity between the 
branch and the company-store, it does per- 
mit the wholesale salesmen to call upon the 
sub-dealers much less frequently, for in the 
interim between calls the dealers are sup- 





ers to order in larger quantities and to carry larger 
Stocks. 

* Likewise, it was reported that this company 
was preparing to display and sell electrical re- 
frigerators, but the company denied this. 
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plied tires by the “key” store. This plan 
appears to be satisfactory particularly where 
the store manager is wholesale minded. 
Upon this point H. S. 


“Many of our stores have been established 


Firestone states: 


as warehouse and distribution stores, which 
reduces our selling and distributing expense 
and gives our dealers and oil stations un- 
equaled service.’’*? Recently the attempt has 
been made to have the company store func- 
tion as a full-fledged wholesaler in addition 
to performing its regular retail functions. 
Wholesale salesmen are assigned to the store 
manager, a sales quota is set for the district, 
and he assumes responsibility for all whole- 
sale sales within the city and adjacent terri- 
tory. Goodrich and Firestone have experi- 
mented considerably with this plan. It has 
not been tried sufficiently long to be thor- 
oughly tested.** 

How far tire manufacturers can go in the 
process ci integrating their wholesale and 
retail activities remains to be seen. In two 
companies, at least, the separate retail or- 
ganizations have been disbanded and their 
functions placed under the control of the 
wholesale organization and a coordinated 
marketing policy has been formulated. In 
several cities the wholesaling and retailing 
activities have been brought together under 
one roof where the location of the retail 
store was suitable and ample space for the 
wholesale activities existed and, in a few 
cases, the wholesale and retail credit, adjust- 
ment and clerical functions have been han- 
dled together with resulting economies. The 
major difficulty, however, is the proper bal- 
ancing of the facilities and man-power to 
the needs of the market so that neither 
duplication nor excess services result. This 
goal has not been accomplished. 


“Annual Report of the Firestone Tire and 
Rubber Company. Year ending October 3, 1935. 

* The writer understands that careful cost in- 
vestigations have cast some doubt upon the pur- 
ported economics which were to result from the 
scheme. 








100 THE JOURNAL 


In 1934, 30 to 40 per cent of the sales of 
the company-owned stores was wholesale.*® 
There was a wide variance, of course, 
among the chains of the various companies. 
The wholesale volume has been gradually 
increasing over the last three or four years. 

The expansion in the number of stores 
selling tires and the multiplication of the 
merchandise lines handled by these stores 
have invited the services of intermediaries 
who can more economically reach this trade 
than can the tire manufacturers. The result 
has been the rapid growth of so-called 
dealer-distributors. 

The new dealer-distributor is similar and 
closely related to the old semi-wholesaler 
who was encountered previously. The semi- 
jobber, however, functioned mainly in the 
western or southern states or was a dis- 
tributor of long standing, whereas his newer 
counterpart is quite an ubiquitous institu- 
tion found in all sections and in both urban 
and rural communities.*® These new distrib- 
utors probably are a direct outgrowth of the 
tire manufacturer’s experience in wholesal- 
ing through owned stores. 

Two motives prompted the establishment 
of these distributors: In the first place tire 
manufacturers hoped to lower the cost of 
wholesaling to a myriad of small dealers. 
Second, they aimed by means of this device 
to keep the large specialized tire dealer in 
business. These dealers were hard pressed 
and their number was lessened annually. 
The large companies, particularly, felt their 
loss as is indicated by the decline in their 
sales in the year 1930.*! 

Under the distributor plan the tire manu- 
facturer gives outstanding dealers who pos- 
sess proper faculties a one to five year con- 

* Confidential sources. 

“ Companies such as General Tire and Rubber 
Company who sold through exclusive dealers had 
used dealer-distributors in the cities in order to 
get fuller coverage. 

“ Their dealer volume, according to the writer’s 


estimates, declined from 48 per cent of replace- 
ment sales in 1930 to 38 per cent in 1933, 
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tract which is cancellable upon notice by 
either party and which specifies that the 
dealer is to organize in his locality a number 
of sub-dealers whom he is to sell and supply 
with the manufacturer’s brand of tires. At 
first the details of the relationship which 
was to exist between the distributor and the 
sub-dealers were left entirely to the distribu- 
tor, except that the sub-dealers were to fol- 
low the tire company’s resale policy. In 1933 
the arrangement was made more binding.” 
The dealers were expected to become exclu- 
sive representatives of the manufacturer as 
far as tires were concerned, secure contracts 
from their sub-dealers, and assume responsi- 
bility for the volume and sales practices of 
the latter. 

The number of dealer-distributors in 
operation and the volume of their business 
is not known, but there must be 3,000 or 
more. Within the past year the number has 
been increased by the addition of numerous 
petroleum jobbers or “oil marketers.’ 

To a recent survey made by the Depart- 
ment of Commerce 155 dealer-distributors 
responded and of this number 112 gave de- 
tails about their businesses.** The 112 had 
affiliated with them 3,375 sub-dealers and 
carried a combined stock of 96,397 tires. 
The average dealer-distributor, in this in- 
stance, had allied to him approximately 30 
sub-dealers and carried in stock an average 
of 622 tires. Each city account now usually 
carries stocks of from 300 to 800 casings 
and those in small towns from 75 to 150 
casings. Sub-dealers usually carry an in- 
ventory of only 8 to 20 casings. 

Distributors generally have received a 
volume bonus, although in 1933 one com- 
pany gave to all of its dealer-distributors a 
discount of 10 per cent regardless of sales 

“” See testimony of M. P. Spransy, Docket 2116, 
pp. 13435-13468 on “key accounts.” 

* See the Tire Review, Akron, Ohio, issue of 
December 1935, p. 8. 

““Distributors’ Tire Stocks in the United 


States,” April, 1935. Special Circular no. 3570, Rub- 
ber Division, p. 4. 
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volume.** At one time, these bonuses reached 
a maximum of 22% per cent but the pre- 
vailing figure has been approximately 12% 
per cent, including a 2-3 per cent freight 
allowance. Certain dealers may receive, in 
addition, a commission of 5 per cent for 
serving as warehousemen. 

This venture in distribution is too new to 
be properly appraised. It is a stop-gap ar- 
rangement made to meet a chaotic market 
situation, to preserve large dealers, and to 
provide wholesale service to the small deal- 
ers whom the branch salesmen can not reach 
frequently. The plan appears to be working 
out satisfactorily. It provides a type of dis- 
tributor that fits in with the manufacturer’s 
sales program and policy of market control. 
It represents an adaptation of selective dis- 
tribution to the needs of the trade appar- 
ently for it is being used extensively in the 
sale of petroleum, batteries, and other auto 
accessories. The retailer may not prove 
highly effective as a wholesaling agent but 
he is well situated to give prompt, economi- 
cal delivery service and his selling efforts 
are supplemented by those of the company. 
Furthermore, the plan gives prestige and a 
greater degree of permanence to the dealer. 
There is the danger, however, that the added 
margin derived from the split function may 
make for price cutting, and the recent de- 
crease in wholesale margins effected by tire 
manufacturers indicates that ihis danger 
has become serious. 

Tire sales by automotive parts and equip- 
ment, hardware jobbers, etc., likewise ap- 
pear to have been on the upward trend prior 
to the year 1933. A recent survey of 100 
automotive jobbers—S0 old line and 50 parts 
houses—commented upon the tire situation 
as follows :*° 


Some jobbers are still off of oil, batteries 
and tires but it is significant that oil is among 


“See Federal Trade Commission Docket 2116, 
exhibit no. 357. 

“ Motor survey of 100 jobbers—50 old line and 
50 parts houses. Motor, July, 1934. Reprint. 


the first twenty lines with forty-five out of 
one hundred jobbers, batteries with 68 out of 
100 and tires with 49 out of 100. 

A canvass made of ten or twelve medium 
sized tire manufacturers revealed that gen- 
eral jobbers were used quite extensively “in 
areas where towns and cities were not in 
close proximity.”*? 

Since 1933, however, the general jobber 
seems to have met reverses. The discounts 
allowed the retailer, including the volume 
bonus by the tire manufacturers, were so 
wide that the jobber could not profitably 
sell tires. Furthermore, he had to push un- 
known and unadvertised tires at a price only 
slightly below the prices quoted for nation- 
ally-advertised lines. 

Several interesting experiments are being 
carried on in “cooperative wholesaling.” 
The American Tire Alliance is distributing 
tires through 35 distributors to some 600 
retail accounts. The B. F. Goodrich Com- 
pany is selling tires and other auto accesso- 
ries through its “Group Buying and Selling 
Organization” to 200 cooperating inde- 
pendents. Gates Rubber Company is doing 
likewise. Another type of cooperative ac- 
tivity is represented by Gamble Skogmo 
Company of St. Paul which operates a chain 
of about 150 stores. This organization is also 
wholesaling to over 800 affiliated dealer 
agents. The agency plan of distribution 
seems to be spreading rapidly. Numerous 
small chain companies are employing it and, 
according to reports, Western Auto began 
procuring dealer agents within the past year. 
Finally, the agricultural cooperative whole- 
saling organization like the National Co- 
operatives, Inc. are assuming considerable 
importance. These cooperative institutions 
probably sold a total of about 250,000 tire 
units in 1935. 


PRESENT STATUS OF TIRE DISTRIBUTION 
By way of summarizing this discussion a 
> J > 


* Ralph C. 
1934. 


susbey, Tire Review, Akron, Ohio. 
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chart portraying wholesale distribution ap- 
proximately as it existed in 1934 is pre- 
sented below: 
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Space will not permit a careful analysis 
of these data, but a few observations fol- 
low: 








32 Active 


Tire Manufacturers 



















































































or 294 Mig 950 
55 Chain 2 Mail order 7 . S . 1200 
Some 25 Branch Warehouse ' 
Companies Houses Oil Tire Peale Jobbe 
(3.755.000 (1.155.000 Spr emaire semgrion 1500.0 
, Companies (18,500,000 (1,600,000 
units ) units ) units) units) units) 
a F , Contract Dealers 
65,000 Owned Tire Mfg Sc (MK) 
2400 & Controlled Chain Stores | 
Retail Stations 1400 Stores 
Stores (3,500,000 (3,039,000 Dealer Deal 
units) units) Distributors ealers 























ial 









i el 


Sub-dealers 
35.000 
































Car Manufacturers 
13,250,000 units 


(including “spares”) 





Ultimate Consumers 
31,856,000 units 











CuHart I 


DISTRIBUTION Of 


MANUFACTURERS’ WHOLESALING Costs 

Data on tire manufacturers’ distribution 
costs are decidedly limited and piece-meal. 
Such facts as the writer has been able to 
derive are presented in Tables VI and VII. 
The former represents an estimate of the 
trend of branch house selling and operating 
expenses to sales for the industry for the 
years 1928-1935.4° Table VII represents the 
major distribution costs of one of the larg- 
est companies in the industry.*° 


“Tire Distribution and Retail Outlets in the 
United States 1934, Department of Commerce, 
Special Circular 3553, Rubber Section, December 
15, 1934, and author’s own researches. 

“ These data for the years 1929 and 1933 were 
derived from United States Bureau of Census, 
Wholesale Distribution, Summary for the United 
States, 1929, p. 90, and Wholesale Distribution 
Vol. I, 1933, p. Al2 and for the other years from 
incomplete data on three large tire companies. 

* Note that Returns and 
cluded as in Table II. 


Allowances are in- 


TrrES AND TUBES IN 


1934* 


1. Both the tire manufacturers’ branch 
house selling and operating expenses and 
total distribution costs rose rapidly from 
1928 to 1932. The rapid decline in tire sales 
and prices shot costs skyward. Following 
1932 branch house expenses declined rap- 
idly and by 1935 had fallen almost to the 
1928 level. Scattered confidential data in the 
writer’s possession show that a similar, but 
lesser, decline occurred also in total distri- 
bution costs. During the last three years the 
tire market has improved somewhat but the 
efforts of the manufacturers through their 
economy measures, improved sales planning 
and control and the utilization of company- 
store and dealer-distributors have contrib- 
uted most toward bringing distribution costs 
in line. 

2. Branch house and total distribution ex- 
penses attained an extremely high, if not 
precarious, level that seriously handicapped 
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VI.—APPROXIMATE 


TABLE 
BRANCH HousE EXPENSES TO SALES FOR THE TIRE 
anD TUBE INDUSTRY. 1928-1935. 


PERCENTAGES OF 




















Year Percentage Year Percentage 
eee 2.2 ee 53.3 
1929 = 13.6 1933..... 13.2 
193 14.3 1934 12.8 
1931. . 14.7 1935 : 12.4 








Branch 
house expenses increased 50 per cent or 
more over their 1920-1928 level. Total dis- 
tribution costs, excluding Returns and A\l- 
lowances, for one company ran from 16.27 
per cent in 1928 to 36.92 per cent in 1932. 


the industry during the depression. 
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turers’ high cost of distribution was not only 
one of the most serious handicaps to dealers 
but was largely responsible for the serious 
decline in the dealer volume of the “Big 
Four’ tire 1930.°* 


‘Moreover, these four companies, in order 


companies following 
to maintain their dealers in business, were 
forced to support them with high bonuses, 
trade-in during 


price wars, and aggressive sales and adver- 


allowances, concessions 
tising effort. Material reductions in distri- 
bution costs have been made since 1933 but 
they are still, perhaps, the foremost problem 
of the industry. 

3. The tables contain some suggestions 


























. TABLE VII.—DiIstriIBuTION Costs OF ONE LARGE TIRE MANUFACTURER EXPRESSED 
5 AS A PERCENTAGE OF NET SALES. 1928-1933. 
Item 1928 1929 1930 1931 1932 1933 
Sales less returns. $100,285 | $100,779 $91,277 $72 ,988 $52,127 $48 531 
(100%) (100% (100%) (100%) (100% (100%) 
Discounts and Allowances...... 8.68 11.00 12.09 11.63 9.04 12.93 
a he EE a ae 3.42 3.46 3.86 3.84 4.53 4.09 
Warehousing and Shipping 0.50 0.69 0.76 0.75 1.01 0.99 
Home Office Selling............ 1.13 1.49 1.46 2.485 3.03 2.89 
Field Selling and Operating..... 4.29 7.91 8.49 10.27 16.55 14.71 
I RES ahey a tahoe 4.23 4.65 5.43 6.77 11.80 8.26 
Approximate Total Distribution 
SEIN cari maher ce eile 24.95% 29.20% 31.09% 35.41% 45.96% 43.87% 























The other large manufacturers, the writer 
has every reason to believe, were in the same 
predicament. Their distribution costs not 
only exceeded those of manufacturers in 
general as revealed by the survey of the Na- 
tional Association of Advertisers but they 
were considerably above those of the large 
integrated retailers such as the mail order 
houses and the Atlas Corporation with 
whom the tire manufacturers had to com- 
pete. The wholesaling cost of these large 
retailers was only 60 per cent of that of the 
tire companies if Sears Roebuck and Com- 
pany and Goodyear be typical of the two 
groups.°? Undoubtedly the tire manufac- 


“Federal Trade Commission exhibits, of. cit. 
“ According to the writer’s calculations, Sears 


relative to the degree of control exercisable 
by tire manufacturers over their distribution 





Roebuck and Company’s cost of wholesaling a 
4.74 x 19 tire in 1929 was about $1.70. This cost 
included administrative expense and a profit reali- 
zation above the 6 per cent profit allowed the 
retail stores. Goodyear Tire and Rubber Com- 
pany’s cost was $2.97 on the same basis. In 1933 
the respective figures were $1.39 and $2.53. (Based 
on data taken from the Federal Trade Commission 
Docket 2116.) 

It must be realized that the costs of the two 
companies do not represent the costs of perform- 
ing identical functions for one company sells on a 
price basis through some 480 owned retail stores 
while the other emphasizes quality and brand and 
covers some 30,000 retail outlets. 

* The dealer sales of the “Big Four” companies 
were 48.7 per cent of their replacement sales in 
1930, but by 1933 this percentage had fallen to 
38.4 per cent. (Author’s estimates. ) 
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costs. In the first place, it is apparent that 
after the year 1932, the wholesaling costs 
in the industry were controllable to a con- 
siderable degree. After due allowance is 
made for improving business conditions, the 
part played by internal control is evident. 
The total expenses to sales of branch houses 
(with stocks) for all industry for the years 
1929 and 1933 were 9.8 per cent and 12.5 
per cent, respectively,®* while in the tire in- 
dustry they declined 0.3 per cent during the 
same period. Second, the degree of control 
which management can exercise over the 
various items of distribution cost differs 
widely. Returns and Allowances clearly fluc- 
tuate with the changing competitive condi- 
tions reflected in the market—they are high 
when competition is keenest and vice versa. 
Freight and warehousing and shipping costs 
mounted rapidly but they appear to be more 
closely related to changes in physical volume 
than in dollar volume and, hence, rose less 
rapidly than did advertising, selling and 
branch house operating expenses. This lat- 
ter group appears to be rather rigid and 
fixed and therefore rose most rapidly during 
the depression. They decreased considerably 
in 1933, however. Finally, there is a sugges- 
tion, when Tables VI and VII are compared, 
that the distribution costs of the large com- 
panies rose much more rapidly than did 
those of the smaller ones. While the branch 
house expenses of the industry increased 
only about 20 per cent according to our esti- 
mate from 1928 to 1933, the company shown 
in Table VII experienced an increase of 
approximately 100 per cent. This seems 
quite logical, since the large companies had 
higher production costs on a declining mar- 
ket, because of their higher materials and 
labor costs, which depressed their sales and 
increased the burdens of their heavy market 
overheads. With a rising material’s market 

* Census of American Business, 1933, Whole- 


sale Distribution, Vol. I, Summary for the United 
States, p. Al Table 1. 
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and improvements in business, the converse 
has been true. One large company has been 
able to reduce its branch house costs to a 
figure materially below those given in Table 
VI. 

CoNCLUSIONS 

1. The plan of branch house distribution 
fitted the sales and service needs of a high 
priced, and improved, emergency good such 
as the automobile tire. It not only insured 
the manufacturer control over his market 
but until the last decade, at least, it func- 
tioned effectively and efficiently. Whole- 
salers proved unsatisfactory for distributing 
tires ; therefore, the major companies turned 
to branches. Also, branches were almost the 
sine qua non for the tire maker to obtain a 
share of the original equipment or car man- 
ufacturers’ business. In fact, it appears that 
these branch house systems contributed to a 
considerable degree to the success and per- 
manency of the present leaders of the in- 
dustry. During the period 1920-1929 the 
branch house selling and operating expenses 
ranged from a low of about 7 per cent to a 
high of 12 per cent of sales. These expenses 
were about one-half those of the tire whole- 
salers. 

Jetween 1926-1933 the distribution pat- 
tern of the industry was severely disturbed. 
Tire volume and prices fell materially ; large 
scale retailers such as mail order houses, oil 
companies, chain stores, and manufacturer- 
owned stores reduced the dealers volume 
greatly. This “revolution” in distribution 
diluted the dealer market, compelled a large 
majority of dealers to carry tires only as 
side line merchandise and thinned the ranks 
of the large specialty dealers. These market- 
ing changes have particularly manifested 
themselves in the form of mounting distri- 
bution costs and a declining margin between 
tire costs and selling prices. 

3. Tire manufacturers have been very ac- 
tive in their efforts to reduce wholesaling 
costs. They have eliminated branch houses 
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and warehouses, reduced personnel and 
wages, and greatly improved their methods 
of sales supervision and control. Perhaps 
the most effective means of controlling costs 
their owned- 
stores and dealers as distributors to serve 


has been the utilization of 
the small stores within the vicinity. Besides, 
this plan has given the manufacturer a defi- 
nite and regular source of contact with the 
small dealers and has tended to strengthen 
and insure the permanency of the larger 
dealers. It seems to be functioning quite ef- 
fectively not only for tires but for other 
types of automobile accessories. 

4. The integration of the tire manufac- 
turers’ wholesaling and retailing systems has 
been and still is one of the most difficult 
problems confronting the industry. Com- 
pany stores generally are serving as dis- 
tributors, and in some instances have as- 
sumed even more definite responsibility for 
the wholesaling activities. The management 
of the retail systems has been quite defi- 
nitely brought under the control of the 
there still 
exists much duplication of plant and selling 
effort. 


5. With the disorganization of the dealer 


wholesaling organization but 


market there has been an increase in tire 
vholesaling by independent wholesalers— 
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both dealer-distributors and general job- 
bers. 

6. Manufacturers’ branch house and total 
distribution costs of tires increased greatly 
during the depression. Branch house costs 
have ranged between 12.5 and 15 per cent 
or almost 50 per cent higher than prevailed 
a decade ago, while total distribution costs 
have ranged between 35 and 40 per cent, 
“Discounts and Allowances.” 
These high distribution costs tended to re- 


excluding 


tard dealer sales and were, no doubt, an im- 
portant factor contributing to the disinte- 
gration of the dealer market. 

7. Since 1932 distribution costs have de- 
clined materially. When the market condi- 
tions and the integrated nature of the in- 
dustry are considered, tire manufacturers, 
it appears, have been able to exercise a con- 
siderable degree of control over marketing 
costs. However, these costs are still a 
troublesome marketing problem. 

8. Finally, many of the newer develop- 
ments in tire wholesaling are an outgrowth 
of the depression and of the extremely dis- 
organized state of the tire market. Their 
permanency and economic value cannot be 
fairly evaluated until they are further tried 
under more normal 


conditions and for a 


longer period of time. 











The Public Warehouse an Essential 
Tool in Wholesale Distribution 


ALBERT HARING 


Associate Professor of Economics, Lehigh University 


see storage space, delivery facilities and 
other services necessary for getting 
merchandise onto the shelves of retailers or 
into the hands of industrial consumers are 
commonly found necessary by every major 
manufacturer. Individual concerns vary in 
their practices. Some have many branch 
storerooms while others use public ware- 
houses exclusively. Whatever may be the 
method of meeting the problem, all face the 
need of spot stocks so allocated as to supply 
every market with goods. Every manufac- 
turer has peculiar difficulties which deter- 
mine his particular solution to the problem. 
Nevertheless, the widespread use of public 
warehouses during the depression and the 
adaptation of the public warehouse industry 
to modern business needs are significant in 
present day distributive trends. In the fol- 
lowing pages will be described the major 
changes in public warehouse practice of the 
last few years which tend to facilitate the 
prompt and convenient movement of mer- 
chandise from factory to retailer. 

1. The public warehouse and small-lot 
buying. 

The midget radio may be regarded as 
merely one of the thousand evidences that 
the diminutive idea has struck the American 
people. With shrunken incomes, individuals 
have taken smaller apartments, and, in 
smaller quarters, minute equipment is es- 
sential. 

Retail business has suffered from the 
same ailment. Minimum store fronts and 
tiny inventories are the result. For years, 
the retailer has had inventory control and 
increased turnover drummed into him. Since 
1930, economic necessity has forced dealers 


to welcome this advice, possibly to take it 
even too seriously. 

Small-lot buying by retailers is a seen- 
ingly permanent outcome of the depression, 
The concept of small stocks and avoidance 
of dead merchandise has permeated our 
marketing. Today’s merchant believes that 
a retail store is a place to sell goods. Storing 
should be done elsewhere. So intent have 
dealers become on these ideas that inven- 
tories have been sometimes reduced to such 
low minimums that customers cannot be 
properly served. 

The goal for which retailers are striving 
is so to improve stock control that their as- 
sortments of merchandise are constantly re- 
plenished. Day-to-day sales must not void 
their stock, yet the merchandise on hand 
must not exceed the requirements of a week. 
Reordering must be done systematically and 
frequently. Daily orders have become the 
rule for many dealers. This reordering, also, 
must consider changes in color, style and 
size. The lots will be small and numerous, 
thus giving the retailer the wonderful ad- 
vantage of always having new and fresh 
merchandise, right in style and showing the 
latest twist of fashion. The “latest,” regard- 
less of what it may be, always stimulates 
retail selling. 

The manufacturer may as well accept this 
condition. He cannot change it. His market- 
ing policy must, therefore, adjust itself to 
business conditions of today. In the case of 
new articles, the change in dealer attitude 1s 
most significant. 

In the happy old days, the salesman in his 
call upon a dealer pictured a new product 


in glowing terms. Through the use of “free 
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goods,” or a premium of some sort, the 
manufacturer himself dictated the size of 
the initial order through the device of tying 
the best price to a given quantity of the 
product. In many cases, promised adver- 
tising Campaigns were cancelled without re- 
lieving the retailer of goods ordered in an- 
ticipation of quick sale. All too frequently, 
the dealer was left to work off his overstock 
by his own efforts, or let it accumulate dust 
in his attic. As an outcome of these ex- 
periences, any retailer who has avoided 
bankruptcy since 1929, has long since lost 
such blind trust in promises of a manu- 
facturer’s salesmen. 

Non-cancellable advertising campaigns, 
testimonials from thousands of housewives, 
experiences of other retailers—none of 
these will cause the skeptical dealer of to- 
day to buy a large quantity of a new product. 
He is too wise. Too often has he been led 
into stocking that quarter-gross lot only to 
learn that the goods do not please the public, 
that the manufacturer’s funds have given 
out, or that some similar contingency has 
arisen. 

The makers of staples now have trouble 
in getting the dealer to buy really enough 
for his day-to-day sales. A new product has 
hardly a chance to get a bona-fide order for 
more than a dozen, if the retail price is 50 
cents or more; for half a dozen at a dollar; 
and rarely for any at all, when the price 
goes higher. The merchant balks at laying 
out more than $10. His talk then turns to 
consignment or his ear becomes deaf. 

A manufacturer of surgical dressings 
(adhesive tape, bandages, etc.) in 1926 de- 
veloped the market city by city in the 
familiar zoning method. Before the publica- 
tion of his first local newspaper advertis- 
ment in Springfield, Mass., “every druggist 
but six in the city and suburbs” had stocked 
the goods, the average order being between 
$18 and $19. In 1930, four years later, this 
Same manufacturer planned to enter the city 
of Erie, Pa. After three weeks of work by 


four salesmen, “only 61 stores had signed 
up.” This number was too small to warrant 
the advertising campaign. Erie therefore 
was not developed and the 61 orders were 
not shipped, because there was no hope that 
the merchants could sell the goods. During 
1931 in Youngstown, Ohio, and the three 
Mahoning steel district cities, this same con- 
cern signed up “less than 85 stores out of 
ten times that number in the directories” 
with four salesmen working four weeks. 
Thus, in the short space of five years, a 
single manufacturer has been obliged to 
change his method of entering new markets. 
Today’s retailer will not squander his capital 
in new items until it has been proven that 
the new merchandise will move without 
gathering dust on his shelves. 

Unless, however, goods are stocked by 
retailers, it is impossible to create a market 
for them. As regards chains, department 
stores, and other large buyers, the manu- 
facturer may buy distribution through al- 
lowances or special concessions. Probably 
a better plan with respect to all outlets and 
an essential one with respect to small deal- 
ers is for the manufacturer to demonstrate 
his faith in his own goods by financing dis- 
tribution from start to finish. More and 
more of the marketing functions are being 
thrust backwards toward the source of the 
goods, i.e., the manufacturer. 

To meet these modern conditions, a maker 
of packaged lawn fertilizer entered city 
after city during the depression with a guar- 
anteed plan. The dealer was shown that the 
“season” is brief and that it varies with 
the spring weather. Sales not made during 
the “season” are lost. Too small a stock 
might be as bad as none. As protection 
against overstocking, a statement was 
printed on the order form, with facsimile 
signature of the company’s president, to the 
effect that full credit would be given for 
any portion of the initial order unsold by 
Sept. 1. Thus the dealer’s fear of being 
duped was buried. After the first order for 
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initial laying in of stock, this guarantee, of 


course, did not apply; therefore first orders 
tended to be of reasonable size. 

To each dealer was given a typed list of 
jobbers and seedsmen who were prepared 
to fill emergency orders from their stock, 
and, separately listed, were one or two 
nearby public warehouses from which un- 
broken cartons might be requisitioned. The 
jobbers would supply any quantity, down 
even to a single one pound package; the 
warehouse would supply only unbroken car- 
tons of 12 packages or unbroken sacks of 
25 pounds and multiples of that quantity. 

Another illuminating illustration is that 
of a maker of electric fans who was able to 
sell four carloads of electric fans in the 
Pittsburgh territory in one depression year. 
Dealers were not urged to stock more than 
one fan, although an assortment of four 
models was recommended in four colors and 
made attractive by a special price “for the 
full line.” With his initial order, the dealer 
received a printed guarantee that listed the 
fans of that shipment, whether one or a 
hundred, by serial number. This guarantee 
was a promise from the manufacturer to 
accept without question a return of any one 
of the fans, in good condition and unused, 
any time up to Oct. 15, with credit in 
full. This guarantee was conditioned by an 
explanation, in full-sized type, that, if the 
dealer placed additional orders during the 
season, such orders would be interpreted to 
mean that he had sold out his original stock. 
If he reordered of No. 1, he might still re- 
turn for credit No. 2 of the initial order. 
The manufacturer could not afford to per- 
mit the merchant to use the original ship- 
ment for display all season and then return 
it for credit. Even with this qualification, the 
guarantee was straightforward and convinc- 
ing. 

Spot stocks were placed with nine whole- 
salers and four public warehouses in the 
Pittsburgh district. The warehouse stocks 
were drawn upon more by jobbers than re- 


tailers, yet the withdrawals clearly indicate 


today’s hand-to-mouth methods. The sales 
reports up to July 31 showed 409 withdraw- 
als of a single fan, 482 withdrawals of two 
fans, 150 of three fans, 163 of four fans, 
11 of five fans, 774 of half dozen lots, 214 
of a dozen fans, and some withdrawals of 
larger units. Sales were excellent from the 
beginning, yet, obviously, the merchants 
stocked only as they were able to sell. 
The makers of floor linoleum have 
worked out ideal minimum _ inventories: 
Simmons has done the same for mattresses 
and Sloane for rugs. Astounding turnovers 
are reported by good dealers who use the 
manufacturers’ new plans. Yet each and 
every marketing system of this type must 
have a buttress of adequate reserves within 
daily reach. Jobbers have much the same 
attitude as retailers towards large stocks 
manufacturer 
must himself provide adequate local stocks, 


Invariably, therefore, the 
not only for staple sizes and styles but also 
for those colors, sizes and styles for which 
the de.nand is so small that the specific item 
appears in the recommended stock of 
neither jobber nor retailer. 

Where the manufacturer’s volume of 
business is too small possibly to warrant a 
branch office or private storehouse, the pub- 
lic warehouse is invariably used to hold re- 
serve stocks. During the last five years, in- 
deed, the use of public warehouses has in- 
creased even when the producer might well 
afford to create his own storage facilities. 
An investigation by a publishing house in 
the summer of 1935, which interviewed 
more than 70 well-known manufacturers 
with national distribution for their products, 
indicates strikingly that, although total in- 
ventories of manufactured goods have been 
reduced within three years, yet stocks are 
more far flung over the United States than 
ever before.? Producers have found that, in 


* Material for this article has been drawn from 
the data of H. A. Haring, a considerable portion 
of which has appeared in Distribution & Ware- 
housing. 
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order to reach their maximum sales volume, 
a larger number of spot stocks close to the 
consuming centers is required. To meet this 
condition these manufacturers have greatly 
multiplied the number of warehoused stocks 
while not augmenting the total quantity of 
goods. 

Adapting themselves to modern condi- 
tions, public warehouses are geared to make 
prompt deliveries of “one-twelfth dozen 
only” lots. And, in thus serving the manu- 
facturer in distribution, the warehouse also 
solves the problem of the higher cost of 
small-lot deliveries. The old retail margins 
were supposedly adequate to cover the cost 
of storing a dozen units until sold. But, ob- 
viously, it costs more to deliver the single 
item. When the public warehouse is used, 
this cost appears as a distinct charge which 
decreases the retailer's margin. When the 
manufacturer performs the function 
through his own organization, it 1s much 
more difficult to make jobber and retailer 
accept the lowered margin. On the other 
hand, when the warehouse charge is fixed 
and known, the somewhat typical attitude of 
one dealer is of interest: 

Here are some shirts. I sell them at $3. I 
bought one dozen—two each of six sizes. If the 
sleeve isn’t the right length, I do the altering 
free. For that I pay a woman 20 cents. But 
the alterations save my skin, because, if I had 
just the right length in stock every time, the 
fellow would want to walk out with the shirt. 
As it is, I gain a day. If he orders more than 
the two I have in stock of his size, or if the 
same day some one else orders the same size, 
I’m all right, for all I have to do is to telephone 
and the shirts are here in an hour. If I’m caught, 
I can send for them and get them in half the 
time. 

They cost me maybe 30 cents more that 
way. But what of it? I’m nothing out. The 
invoice comes after I’m paid for the shirt. 

The jobbers would carry me, but then I'd 
have to buy everything from them. Yes, I know 
l pay more. But what of it? 


To an increasing extent, the manufacturer 
today must provide such service. The public 
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warehouse is one tool by which he can do 
this. For many areas, the public warehouse 
is the only financially feasible method. Pub- 
lic warehouses are today geared for this 
work. Reasons for using public warehouses 
instead of branch stocks, private store- 
rooms, or like facilities will now be dis- 
cussed. 

2. Consignment selling through public 
warehouses. 

The hand-to-mouth technique of modern 
jobbers and retailers together with their re- 
luctance to stock new items or new brands 
has led many prominent manufacturers to 
consign their merchandise. Without con- 
signment, these makers of merchandise 
found it impossible to get adequate distri- 
bution. Now they use this device to force 
their merchandise upon hesitant outlets. 

Thus the maker finances the dealer’s stock 
of goods, the retailer being paid a commis- 
sion when the merchandise has been sold. 
In brief, consigning means that the dealer 
becomes financially responsible for the 
goods only when sold. If the merchandise is 
bought by a customer, the dealer pays the 
maker after the sale. If the merchandise is 
not sold, the dealer returns it to the maker. 
Not until the sale is consummated and re- 
ported is a charge billed against the mer- 
chant. All the risks of deterioration, change 
of style, falling off of demand, and the like, 
are a burden to be carried by the manufac- 
turer. The dealer is responsible only for 
carelessness. 

Consigning merchandise solves two dis- 
tinct difficulties of the manufacturer. The 
producer can get dealers to maintain ade- 
quate stocks, and, because he still owns the 
merchandise, the maker can fix lawfully its 
retail selling price. 

The consignment method, however, cre- 
ates certain problems of its own. Owning 
merchandise for sale, ordinarily classifies 
the manufacturer as doing “local business” 
in each state where such stocks are main 
tained. Except in the state of incorporation, 
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the producer will then have to “domesti- 
cate,” a procedure which involves numerous 
technicalities. The investment in jobber and 
dealer inventories also creates its own 
troubles. In both of these problems, the 
public warehouse can be used to consider- 
able advantage. 

(a) The public warehouse simplifies the 
legal entanglements. 

When using a public warehouse, the man- 
ufacturer establishes a spot stock close to 
the dealer so that goods can be delivered as 
needed for ultimate consumption. The 
maker puts one washing machine, rather 
than a dozen, on the dealer’s floor for dis- 
play and demonstration and then holds the 
other eleven in the local public warehouse. 
The single unit in the merchant’s store may 
be marked FOR DEMONSTRATION 
ONLY—NOT FOR SALE. Thus, with 
relatively expensive merchandise such as 
radios, porch furniture, or oil burners, the 
manufacturer can easily protect himself. 

In the case of relatively inexpensive mer- 
chandise, such as radio tubes, toilet articles, 
or packaged foods, the maker can give the 
dealer stock enough for a day or a week. 
In either case, the investment is not suffi- 
ciently great to worry the manufacturer. 

Under this type of organization, the bulk 
of the merchandise for local consumption 
remains in store with the public warehouse. 
So long as this is true, the manufacturer’s 
risk is absolutely zero on the warehoused 
stock. Title remains solely with the producer 
without contract to be made or recorded by 
a Court, because the goods and title have 
never passed either directly or indirectly 
from the manufacturer’s control. The goods 
stand in the public warehouse, in the pro- 
ducer’s name and subject only to his orders. 

Merchants will requisition merchandise 
from the warehouse only when a sale is in 
prospect or has already been consummated 
except for the actual delivery of the goods. 
Dealers are thus prepared and able to make 
prompt payment. They expect to be billed 


immediately for the merchandise with- 
drawn, and they have no valid excuse to 
postpone prompt payment of the invoice. 
Common sense supports such a plan and 
business caution reinforces all of the argu- 
ments for it. 

When a public warehouse retains posses- 
sion of the actual goods, the maker usually 
concludes a formal written contract with 
jobbers and dealers. But this contract need 
not be recorded because the sum at stake is 
so small. There is no objection to recording 
it other than the nuisance. It is just this 
nuisance, however, which complicates con- 
signment selling for the manufacturer, be- 
cause his written contracts quickly mount 
into the thousands and each one must be 
carefully watched. Even the small sum for 
a clerk’s fee becomes an item to be kept in 
mind. 

(b) The public warehouse simplifies the 
accounting problem. 

No amount of work will bring in prompt- 
ly from thousands of retail and wholesale 
outlets the reports of goods sold. Yet these 
reports are the essence of any plan for con- 
signment selling. Some manufacturers have 
found that not more than one-tenth of the 
inventory forms arrive within a week of the 
date specified in the consignment contracts. 
All producers find their reports coming in 
irritatingly late. Jobbers and retailers con- 
sider these reports in the light of extras, 
details which, although important, can be 
shifted until the day’s main work of selling 
and delivering are completed. Distributors 
make money through selling, not through 
filling out reports. To get real action, it is 
vital to have the reports come from an 
agency which gains by promptness and com- 
plete detail. 

When the buttressing stocks are in a pub- 
lic warehouse under control of the manu- 
facturer, the dealer’s stock is held close to 
the basic minimum. Instead of a dozen 
vacuum cleaners, the dealer has one of each 
model, so tagged that he cannot deliver it to 
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a customer ; or, if he deals in the other type 
of goods, his shelf holds one-quarter dozen 
of each size. Then, whenever a sale is made, 
the stock is wiped out; the dealer may even 
have to requisition goods to make a single 
delivery. 

Automatically, in such a case, the manu- 
facturer gets his report. The report comes 
from a third party, the public warehouse, 
which has no financial concern with the 
merchandise and therefore no interest in 
delaying reports. Rather, since the public 
warehouse is paid only after its services are 
completed, it has every interest in making 
prompt and complete reports. 

The accounting department of the manu- 
facturer can assume that each dealer has his 
minimum inventory intact, as would invari- 
ably be the case when the items are tagged 
in such a way that they are undeliverable. 
When the minimum inventory, for example, 
is a week’s supply, the same assumption 
can be made with reasonable accuracy. Or, 
if the manufacturer wishes, he can check 
the actual stocks of representative mer- 
chants and, upon this sampling basis, more 
closely determine the actual holdings of his 
outlets. The bulk of the merchandise, how- 
ever, will be accounted for by public ware- 
house holdings and withdrawals, the accu- 
rate reports about which will appear on the 
scheduled day. Thus, although the meticu- 
lous accountant may still fret somewhat, the 
manufacturer can actually obtain an ade- 
quate picture of the movement of his goods 
in distribution. 

(c) The public warehouse insures the 
honesty of the dealer. 

Consigned stocks breed dishonesty among 
merchants. are not billed for 
goods until these have been reported as sold. 


Merchants 


A delay in the report means free use of the 
manufacturer’s capital for the period of the 
delay. This is a mild wavering from the 
straight and narrow path. Exaggerated dam- 
age to the goods, imaginary deterioration, 
padded cartage and incidental bills, and 
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other ingenious claims are a constant temp- 
tation to dealers. Consigning to a retailer 
means that the producer ships goods “ to be 
charged to you if you can sell them; to be 
returned if not sold.” Particularly during 
poor times, merchants are prone to stretch 
every possible claim against the manufac- 
turer to the limit. 

The public warehouse delivers the goods, 
as needed, at the merchant’s door. The 
dealer cannot prohibit the warehouse from 
making a prompt report, including actual 
cartage and incidental bills. Damage and 
deterioration are taken up locally between 
merchant and warehouse, because the pub- 
lic warehouse is financially responsible for 
the condition of merchandise under its roof. 
The warehouse, of course, will report actual 
provable damage to goods as it receives or 
unpacks them. Nevertheless, numerous 
manufacturers have been surprised to find 
how little actual damage and deterioration 
amount to when an impersonal third party 
handles these problems. 

One additional case of dubious honesty is 
worthy of mention. When merchants have 
large consigned stocks, a drop in price gives 
each dealer an incentive to report fewer 
sales than actually occurred before the price 
was lowered. In this way, the merchant need 
remit less money for each unit sold by claim- 
ing that the sale took place after the new 
low price was in effect. Similarly, when a 
price rise is announced, dealers report exag- 
gerated sales so that they can, when the 
goods are actually sold, have a larger margin 
for themselves. The closer control of dealer 
stocks possible through the public ware- 
house system largely eliminates this type of 
difficulty also. 

(d) The public warehouse cuts the finan- 
cial burden on the manufacturer to a frac- 
tion of that required by direct consignment 
of stock. 

One maker of a toilet preparation which 
is nationally known and well advertised, 
went into consignment selling in 1931. By 
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the end of the year, this concern had placed 
consigned stocks with almost 27,000 outlets. 
The product has three sizes and the manu- 
facturer’s plan was to give each dealer a 
supply adequate to last two weeks. Immedi- 
ately retailers began to demand larger stocks 
because the cash invested belonged to the 
manufacturer, not the retailers. Under this 
pressure, the manufacturer found that he 
had more than $2,000,000 invested in dealer 
stocks with a turnover of barely twice a 
year. This meant a ruinous situation. 

A test was then made in the St. Louis 
market. With 817 dealers to service in this 
city, two drug jobbers and several merchan- 
dise public warehousemen were given spot 
stocks. Each dealer was approached and 
arrangements were made for deliveries on 
the day that a requisition was received. New 
consigned stocks were two-thirds to three- 
quarters less than the previous year. The 
consignment plan was identical with that of 
the first year, except that the dealers agreed 
to accept billing for an amount equal to their 
requisitions of fresh goods as these requisi- 
tions were made. 

The president of the manufacturing con- 
cern reports the experience in the following 
words: 

“We are selling more goods in St. Louis 
this year than our dealers reported as hav- 
ing sold last, and this is true almost month 
by month. When our checkers came to tally 
what the dealers had on hand, as they 
changed over to the new plan, we caught 
two-thirds of them red-handedly reporting 
short of what they had sold. Some of them 
had held out on us for half of their sales. All 
our billings for these shortages we have 
thrown back into sales for 1931, although 
we did not catch the errors until this year. 

“The big thing we have learned is that 
we can cut our total inventory 70 to 80 per 
cent. One-fifth of the stock, properly spotted 
around St. Louis where the dealers can get 
delivery on a telephone call, will saturate 
that market for our goods. The total of our 
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817 dealers’ consignments, plus the ware- 
housed stocks, is something like 20 to 25 
per cent of what we had in that market a 
year ago. 

“The stock we now have is alive. The 
other was a lot of dead stuff in the dealer's 
cellar or attic, for which he had little inter- 
est because it belonged to us. Now, anything 
he has on hand is on the shelf right in his 
store just as goods he buys are located, but 
with the big difference that he knows he 
makes a sure profit on ours. 

“We have rescued our company from an 
overwhelming inventory by revising the plan 
of our consignment selling.” 

3. The public warehouse lessens the risk 
of truck transportation. 

Trucks offer overnight deliveries from 
fifty to one hundred miles out of the big 
cities. Where first class roads and regular 
loads are available, the distance may even 
be 250 or 300 miles. A great deal of this 
service, however, is offered by trucking com- 
panies about which the shipper knows little. 
To demand a bond from a trucking company 
is no longer always possible. Bonding com- 
panies have had such terrific losses with 
truckers that they often refuse to accept 
them as risks. To use the “sight-draft-B/L” 
of the railroad or express company is also 
impossible with truckers, because their re- 
ceipts for goods are not recognized as bills- 
of-lading and because truckers do not have 
the financial integrity of railroads. In fact, 
banks will hardly consider handling such a 
collection. When the C.O.D. is used, the 
financially weak trucker has his integrity 
placed under more than ordinary strain. Yet 
trucking is frequently the most effective and 
least expensive method of moving goods to 
distributors. 


When trucking will have undergone the 
evolution already passed through by the rail- 
roads, there will probably be no need for a 
third party which performs safeguarding 
functions. That, however, is decidedly not 
the case today and the public warehouse 
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offers one sane method of controlling truck 
shipments and collections. Some of the spe- 
cific acts which it may perform will be men- 
tioned. 

The public warehouse can operate suc- 
cessfully only when it has the reputation, 
not only of meeting the minimum require- 
ments of regulatory law, but also of being 
an institution of first class integrity. 
Although they may have no direct responsi- 
bility for merchandise shipped by truck, the 
public warehouses have found that failure 
to assume such liability quickly tarnishes 
their general reputation for honesty and 
dependability. When a public warehouse is 
‘onnected with or acts as a depot for a 
trucker, the warehouse is tacitly placing its 
ipproval upon the trucker. In distant places 
where it is difficult to determine actual con- 
litions, the trucker with public warehouse 
connections is a good selection. This is par- 
ticularly true when the goods will either be 
loaded or delivered in mid-route during the 
small hours of the night. Regardless of the 
hour, the warehouse adequately checks mer- 
handise with the trucker before shipping 
r receiving it. Refused shipments and 
lamaged goods are similarly taken care of 
n a competent manner. 

The warehouse also collects accounts for 
the truckers or, if arrangements are made, 
for the These consist of 
transportation charges and C.O.D.’s. Collec- 
tion and remittance do not differ from ordi- 


manufacturer. 


nary routine transactions of this type except 
that many truckers have little financial sta- 
bility. During the depression, indeed, there 
have been many fly-by-nighters. Some public 
warehouses have adopted the policy of pay- 
ng C.O.D. items only by check, the check 
ing made out to the order of the shipper, 
rather than the trucker, even when the pay- 
ment includes charges for the goods as well 
as the transportation. In this manner, the 
trucker must remit the check to the shipper 
n order to obtain his fee. Where the public 
varehouse does not use this as standard 
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practice, it is always willing to do so upon 
request. 

The public warehouse is, of course, only 
an agent. It is required to be reasonably 
diligent and alert in handling collections. It 
is not responsible for the misdeeds or short- 
comings of others. It does not guarantee the 
trucker. Yet, for all of these legal reserva- 
tions, the great fact remains that the public 
warehouse solicits the business locally and 
gets it upon its own reputation for reliabil- 
ity. To fail and then to hide behind another 
agent, selected by the warehouse for hauling 
and unknown to the shipper, is not good 
business. Under present conditions, where 
the liability for accidents is so great that 
many a trucker has employed lawyers to 
create a complicated corporate set-up so that 
actual liability is minute, the public ware- 
house is of great value in obtaining honest 
and dependable service. 

The character of the trucker is the best 
guarantee of honest service. Operating at a 
profit is the next best pledge. With corpora- 
tions within corporations, with liens on 
trucks for unpaid, instalments, with “fine 
print” on contracts, the distant manufac- 
turer is at a loss in selecting truckers and, 
when a poor choice is made, finds it almost 
impossible to collect at law. Until federal 
regulation is well under way, the public 
warehouse is almost the only intermediary 
agency of integrity to which this responsi- 
bility can be shifted. 

4. The economy of using the public ware- 
house. 

The cost of using a public warehouse is 
determined by published rates. Storage, 
handling in and out, shipping, insurance, 
delivery, and other possible charges are 
listed at specific figures known in advance. 
The public warehouse is legally responsible 
for losses and protection of the merchandise. 
Continuation of storing is optional with 
patrons, billings usually being monthly with 
the contract automatically being concluded 
by the withdrawal of the goods. 
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During the depression, many producers 
have asked their accounting departments 
whether public warehouses were less expen- 
sive than private storage, such as a branch 
office, a leased building, or the like. The 
answer is not always clear cut. The private 
storeroom is economical only when it 
handles a large volume at a fast turnover. 
With the public warehouse charges on his 
desk and the actual past costs of private 
storage at hand, the accountant finds that 
private storage costs less when volume is 
large ; and, conversely, public storage is far 
more economical when volume and turnover 
fall to low levels or when seasonal or irregu- 
lar flow of goods prevails. 

In private storage, the rental and over- 
head cost are large and not subject to quick 
change as volume shifts. Supervision is also 
continuous. Errors in location are costly. 
The private storeroom is relatively inflex- 
ible. In contrast, the cost of public storage 
varies directly with the number of merchan- 
dise units shipped. The public warehouse 
thus offers producers a distinct service (a) 
in markets of small volume and (b) in large 
markets for supplementary storage. 

Large manufacturing corporations, espe- 
cially those with diversified products, can 
probably operate private storages in impor- 
tant markets as efficiently, and possibly more 
cheaply, than public warehouses. General 
Electric, and numerous others, would be 
expected to warehouse for themselves in 
the dozen richest markets of the country. 
For the ten thousand products which bear 
the GE in the circle, eight or ten stories of 
a large building are required. Nevertheless, 
these giants will find it truly economical to 
gear their private storage facilities to a mini- 
mum and, even in large centers, use public 
warehouse facilities for all storage above 
that minimum. Otherwise, the costs of their 
private storage will be geared to maximum 
conditions, thus involving the corporation 
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in unncessary and inflexible expense regard- 
less of seasonal and cyclical variations in 
business. 

5. The public warehouse sells valuable 
services. 

A warehouse company has no goods to 
sell. It renders only a service. Its sole excuse 
for existing is that it can do for others what, 
otherwise, they would be obliged to do for 
themselves. The warehouse must render this 
service more efficiently than the patrons 
can do for themselves or it will not get the 
business. Wherever the public warehouse is 
employed, it serves at lower cost or offers 
unusual extra values for the same money. 
In these pages, ‘here has been an attempt to 
outline the major developments of the last 
few years. More and more manufacturers 
have been using public warehouses as the 
depression has wearily dragged on. Part of 
this shift to public warehouses is, possibly, 
entirely cyclical in nature. On the other 
hand, interviews with both manufacturers 
and warehousemen indicate that the changes 
which have been described are somewhat 
permanent in nature. A statistical examina- 
tion of warehouse accounts, likewise, leads 
to the same conclusion 

Public warehouses, if the truth be known, 
have possibly shown their greatest weakness 
in their inability to make potential patrons 
visualize the possibilities of their service. 
Although warehouse chains do exist, manu- 
facturers continue to think of the public 
warehouse as a local institution. The ad- 
vantages of using public warehouses, how- 
ever, do not become so apparent until the 
institution is considered as a system with 
national coverage. When the selling of pub- 
lic warehouse service becomes more coordi- 
nated, its use will undoubtedly expand until 
every manufacturer will find public ware- 
houses essential to some degree in his dis- 
tributive organization. 
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Economic Provisions of Marketing Agree- 
ments for General Crops 


BUDD A. HOLT 
Assistant Director, Marketing and Marketing Agreements Division, 
Agricultural Adjustment Administration 


T IS ASSUMED that this audience is familiar 
| with the provisions of the original Agri- 
cultural Adjustment Act, and particularly 
with the authority which it gave to the Sec- 
retary of Agriculture to enter into market- 
ing agreements with handlers of farm com- 
modities and to license such handlers. It is 
further assumed that this group is somewhat 
familiar with the general nature of the 
agreement and license programs which have 
been developed. Perhaps many have also 
read Dr. Edwin G. Nourse’s recent book 
entitled “Marketing Agreements under the 
A.A.A.” If not, you should, because it gives 
an excellent description and analysis of all 
aspects of these programs. 

This paper is concerned only with the 
marketing agreement and license programs 
for general crops. The term general crops, 
as usec by the Adjustment Administration 
and in this paper, includes all agricultural 
commodities which are not designated as 
“basic” commodities in the Act. Fruits, 
vegetables and nuts comprise the bulk of 
these commodities. 

The specific objective of this paper is to 
review the types of economic provisions con- 
tained in these programs and to appraise 
the merits of these provisions and these 
programs as devices for increasing the pur- 
chasing power of producers. 

During the period from May 12, 1933, 
when the original Agricultural Adjustment 
Act became effective, until August 17, 1935, 
when the Act was substantially amended, 
marketing agreement and license programs 
were made effective for 25 general crop 
industries. These programs classified ac- 


cording to type of commodities are as 
follows: 

Fresh Fruits: Fresh Vegetables: 
Florida Strawberries 


3 * California Asparagus 
Southeastern Water- 


Florida Celery 


melons Colorado Peas and 
Colorado Peaches Cauliflower 
California Graven- 


Western Washington 
stein Apples Vegetables 


California Deciduous 


azO1 Southeastern _Pota- 
Fruits, Except Ap- toes 
ples 
Northwest Deciduous Dried Fruits and 
Fruits Nuts: 
California Tokay il Ba a 
Gronce California Prunes 
mrapes 


California Raisins 
California Dates 

California Walnuts 
Paper Shell Pecans 


California and Ari- 
zona Citrus 

Florida Citrus 

Texas Citrus 


Canned Fruits and Miscellaneous: 


Vegetables: 
- g — Package Bees and 
California Clingstone Queens 
Jac > T sad S 
I eaches- i. Naval Stores 
California Ripe 
Olives 


California Asparagus 


In addition to these programs 48 public 
hearings were held on proposed agreements 
and licenses for 20 other commodities, and 
some work has been done on proposed pro- 
grams for about 2C additional commodities. 

The vast majority of the above programs 
relate to commodities of a single State, with- 
in which production is highly localized and 
specialized. Also, most of the producing 
areas included in these programs are located 
at considerable distances from the principal 
consuming centers. Furthermore, most of 
the commodities included in these programs 
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are highly perishable and many of them are 
perennial crops. 

Largely because of these conditions the 
returns to producers of these commodities 
are particularly susceptible to maladjust- 
ments in production and to fluctuations in 
current market Likewise, the 
demand for many of these commodities is 


supples. 


subject to radical changes from year to year 
due to variations in supplies of competing 
commodities and to quick changes within the 
season due to changes in weather. The net 
result of these forces has been wide fluctua- 


tions in prices to both producers and con- , 


sumers, periods of market gluts followed by 
periods of scarcity, red ink returns on con- 
signment supplies of 
products going unharvested or otherwise 


shipments, large 
wasted, with many producers finding little 
or no market for their product, accumulation 
of burdensome carry-overs of the less perish- 
able commodities, and a general dissatisfac- 
tion and loss to producers, consumers and 
handlers. These results have, of course, been 
particularly adverse during the depression. 

Producers of many of these commodities 
have in the past undertaken to solve these 
problems collectively. Numerous coopera- 
tive marketing associations have been or- 
ganized and many of these have made con- 
siderable progress in coping with some of 
these problems. In other instances growers 
have induced handlers to participate in joint 
industry programs. These undertakings have 
also met with a degree of success. In no 
instance, however, have these completely 
voluntary programs received the participa- 
tion of all growers or all handlers. These 
cooperative undertakings have, nevertheless, 
laid a foundation of experience in many of 
these industries which has greatly facilitated 
the development and operation of marketing 
agreements and licenses for these industries. 

Before examining the various economic 
provisions which have been used in these 
programs, it is well to recall that when the 
Act first became effective prices for most 
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farm commodities, including general crops, 
were at disastrously low levels and that 
handlers as well as producers were more 
than willing, and, in fact anxious, to push 
any type of program that appeared to offer 
possibilities of changing the direction of 
price trends. It is to be expected, therefore, 
that some of these programs have contained 
provisions whose probable effectiveness 
could not be determined except by experi- 
mental means. 

The principal economic provisions which 
have been included in marketing agreements 
and licenses for general crops may be classi- 
fied under the following headings: First, 
price regulation ; second, supply regulation; 
and third, quality and grade regulations. In 
addition to these major groups of economic 
provisions several of the programs, particu- 
larly the earlier ones, included provisions 
designed to regulate numerous trade prac- 
tices and charges of handlers. 

Price Regulations: Price regulation pro- 
visions include minimum prices to be paid 
producers, minimum and maximum sale 
prices by the first handlers and the filing of 
selling prices by such handlers. Some form 
of fixed minimum or maximum price pro- 
vision has been included in the programs for 
the following commodities: Northwest de- 
ciduous tree fruits, California clingstone 
(1933), 


California raisins, California dates, Califor- 


peaches California ripe olives, 
nia walnuts, paper shell pecans, package 
bees and queens. All of these programs ex- 
cept paper shell pecans, which was approved 
too late to become effective, were among the 
earlier agreements and their operation was 
confined to, or began with, the 1933 crop. 
The posting of selling prices by handlers has 
been included in only one _ program, 
Colorado peaches. 

The 1933 clingstone peach and the ripe 
both 
buying and selling prices applicable to pur- 


olive programs, included minimum 


chases and sales by canners. In all other 
programs the minimum prices have been 
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prices to producers, or they have been sell- 
ing prices, in industries in which the pro- 
ducers individually or through their coop- 
erative associations, constitute the principal 
sellers in interstate commerce, or they have 
been selling prices applicable to handlers 
who operate largely as agents for producers. 
The purpose of confining the use of mini- 
mum prices to such situations was to assure 
that such benefits as might result from 
these provisions would accrue to the pro- 
ducers. 

The arguments which have been advanced 
by various industries for the fixing of mini- 
mum prices are numerous and not entirely 
without merit, that is from the viewpoint of 
their possible effects on total returns to pro- 
ducers. For instance, it may well be argued 
in the case of commodities whose demand 
is relatively inelastic that the fixing of a 
price somewhat higher than would be re- 
quired to move the entire supply will in- 
crease the total value of that volume which 
is sold. Another argument which has been 
advanced in some industries and supported 
by substantial handlers, is that of reducing 
the handler’s risk and, therefore, his neces- 
sary operating margin. It is contended in 
such instances that handlers are able and 
willing to pay producers somewhat higher 
prices, provided they could be assured that 
all handlers would pay the same prices. In 
connection with resale prices for some com- 
modities, the theory is advanced that sales 
volume is dependent not only on the level of 
prices, but also, to considerable extent, on 
the assurance given to distributive agencies 
that they will not entail inventory losses as 
a result of price declines. It is contended that 
distributors are reluctant to carry stocks 
and, therefore, push the sales of these com- 
modities because of the lack of such assur- 
ance. In other industries, such as dates and 
package bees and queens, the product is mar- 
keted mainly by a large number of small 
producer-handlers who do not have ade- 
quate contact with, or knowledge of, the 


market. Such industries contend that the 
fixing of minimum sale prices will prevent 
unnecessary and unwise price-cutting with- 
out materially affecting the volume of sales. 
In the case of certain canning crops in which 
the volume of pack has been controlled, pro- 
ducers have been reluctant to have the 
volume of their sales reduced without some 
specific assurance as to the prices which they 
would receive. In this connection it is argued 
that the period during which producers mar- 
ket their product is too short a time for 
prices to become adequately adjusted to the 
volume which is fixed. Such producers, 
therefore, fear that the chief advantage of 
pack limitation without a minimum price 
might accrue to the canners whose sales are 
made during a much longer period of time. 
This argument is advanced mainly in those 
instances in which a few large operators 
purchase the bulk of the product from pro- 
ducers. The objective of a minimum pro- 
ducer price in such instances is obviously 
that of collective bargaining. In some indus- 
tries minimum prices are _ particularly 
favored by the small producers as a means 
of assuring them prices which will more 
closely approximate those received by the 
larger producers. This argument is also 
based on the theory of collective bargaining. 

There are undoubtedly considerable mer- 
its to most of these arguments and such 
facts as are available regarding the effective- 
ness of several programs containing mini- 
mum price provisions appear to support the 
industries’ contentions that these programs 
have increased producers’ returns. Most of 
these programs, however, also contain pro- 
visions for controlling the supply of the 
commodity marketed and it is, of course, 
difficult, if not impossible to determine the 
effect of any single provision of an agree- 
ment and license. 

In most instances the operating difficulties 
which arise in programs containing mini- 
mum prices greatly outweigh such gains as 
may directly accrue from such provisions. 
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In the first place, it is practically impossible 
for minimum prices to operate equitably 
among growers or among handlers. The 
various prices which different handlers pay 
or receive for individual purchases or sales 
reflect a multitude of economic considera- 
tions which cannot be anticipated in the 
preparation of a schedule of fixed prices. 
These variations may be due to differences 
in transportation costs, qualities of service 
rendered, operating costs as affected by 
volume of business, quality of the product 
and to many other forces. Failure to make 
adequate allowances in schedules of mini- 
mum prices for these necessary differences 
results in an unequitable sharing of the mar- 
ket among growers and among handlers. 
The possibility of such inequalities among 
growers has been greatly reduced in some 
agreement and license programs through the 
purchase of the surplus product from funds 
collected on the sales of that portion of the 
product which is marketed through regular 
trade channels, or through the establishment 
of reserve pools of a fixed percentage of 
each grower’s product. Such devices, while 
necessary in programs involving minimum 
producer prices, are difficult to operate and 
do not, of course, overcome the possibility 
of inequalities among handlers. 

The necessity for adequate differences in 
prices cannot be obviated by the fixing of a 
low minimum price. In the first place, these 
programs cannot be undertaken without the 
support of producers, and they will not 
accept a program which fixes minimum 
prices below what the market might other- 
wise establish for the bulk of the product. 
Furthermore, there is great danger in many 
industries of minimum prices tending to 
become maximum prices, in which event a 
low minimum price would tend to reduce 
rather than to increase the returns of pro- 
ducers. 

Even though it were possible to develop 
a schedule of minimum prices at a level 
reasonably satisfactory to growers and in a 


manner that would result in an equitable 
sharing of the market among growers and 
handlers there would still remain consider- 
able uncertainty regarding the total volume 
of sales which would result from these 
prices. Uncertainties are, of course, inevita- 
ble in any control program. When volume 
is controlled price becomes the uncertain 
factor and vice versa. Perhaps there is little 
economic basis for choosing between these 
alternatives, but the writer is of the opinion 
that uncertainties resulting from price con- 
trol give rise to more difficulties than those 
resulting from the control of volume. 
From the administrative viewpoint it has 
been found practically impossible to enforce 
a program for general crops involving mini- 
mum prices. This has been true of marketing 
agreements as well as licenses. A large part 
of the enforcement difficulties arise from 
the problems already noted. Handlers and 
growers who are opposed to such provisions 
or who desire for any reason to evade them, 
can ordinarily find a means to do so. This is 
particularly true of minimum resale prices. 
Some of the devices which have been used 
to evade minimum price provisions are 
secret rebates, advertising allowances, and 
the paying or receiving of abnormal prices 
or charges for other products purchased or 
sold, or for services rendered or received. 
It may readily be concluded that the fix- 
ing of minimum prices for most general 
crops through marketing agreements and 
licenses has not proven a satisfactory device 
for accomplishing the objectives of the 
Agricultural Adjustment Act. Congress 10 
amending the Act in August of this year to 
provide for the issuance of Secretary orders 
instead of licenses has excluded from the 
provisions of such orders the authority to 
fix prices for all commodities other than 
milk. The order authority of the amended 
Act provides, however, for the filing of 
handler selling prices. Price filing provisions 
have been considered in the development 
of several general crop programs, but i 
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cluded only in the program for Colorado 
peaches. Experience with price filing is 
much too limited, however, to enable the 
drawing of definite conclusions as to its 
merits. It would appear that such a device 
operated under favorable conditions might 
tend to give greater price stability. The fact 
that all handlers would be given more infor- 
mation regarding the selling prices of their 
competitors should tend to prevent the 
spreading of false price information and 
also prevent unnecessary price cutting. In 
any event, price filing is a flexible regulation 
which will avoid most of the economic and 
practical difficulties inherent in a program 
involving fixed prices. 

Supply Regulations: Provisions designed 
to control the volume of market supplies 
have constituted the primary basis of most 
marketing agreements and licenses for gen- 
eral crops. In this connection it should be 
noted that the terms and conditions which 
may be included in orders issued under the 
amended Act are limited almost entirely to 
some form of supply control. Of the 25 
programs previously listed in this paper, 
22 contain provisions for the control of 
supply. The programs for dates, paper shell 
pecans and package bees and queens are the 
only ones which do not contain such pro- 
visions. 

The types of supply-control provisions 
which have been included in general crop 
programs have been adequately classified 
by Dr. Edwin G. Nourse as follows: 

1. Exclusion of inferior grades or sizes 

from shipments. 

. Temporary embargoes on shipments. 

. Restrictions of supplies in specified auc- 
tion markets. 

. Curtailment of shipments during specified 

periods, generally from week to week. 

5. Limitation of the total supply whose ship- 
ment or sale would be permitted during 
the whole marketing season. 

These five types of supply regulations do 

not represent alternatives which may be 
used for any general crop, since the nature 
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of these commodities and their marketing 
problems differ materially. The program for 
a given commodity may also include several 
types of supply-control provisions. In gen- 
eral, the first four types have been used in 
programs for fruits and vegetables which 
are marketed in their fresh form, and the 
fifth type for commodities which are less 
perishable, or which are sold to processors, 
such as dried fruits, nuts and canning crops. 

Provisions for prohibiting the shipment 
or processing of inferior grades or sizes of 
products have been included in ten agree- 
ment and license programs. Five of these 
programs relate to fruits which are mar- 
keted in their fresh form, three relate to 
fruits and vegetables sold to canners, and 
the other two include dried prunes 
walnuts. 


and 


The objectives of this type of supply con- 
trol differ among the various programs. Per- 
haps the most common objective has been 
that of increasing prices through improving 
quality. Another objective has been the pre- 
vention of losses resulting from shipping 
products of a quality which will not sell for 
a price high enough to pay transportation, 
marketing and harvesting costs. The elimi- 
nation of such shipments may also increase 
prices and total net returns to producers 
through effecting a reduction in the total 
volume shipped. In some instances this is 
the primary objective of this type of control. 

Whether or not the elimination of inferior 
grades and sizes of a commodity will im- 
prove the quality sufficiently to increase 
prices and returns to producers, is difficult 
to determine. The answer to this question 
depends in part upon the extent to which the 
product is sold to the ultimate consumer on 
a graded basis, and whether or not there 
exists a specific demand for each particular 
grade. In the case of canning crops, prunes 
and walnuts, the inferior products which 
have been eliminated are seldom distributed 
as separate grades, but are merely inter- 
mingled with the balance of the product. It 
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would, therefore, appear in these cases that 
the removal of the inferior products would 
tend to increase the general quality of all 
grades which are marketed without en- 
dangering a loss of consumption for any 
particular grade. This same situation also 
exists among certain of the fresh fruits and 
vegetables. It is a generally recognized fact 
in the fruit and vegetable trade that com- 
modities from certain producing sections 
bring low prices compared with the prices 
paid for the same commodity from other 
producing regions, largely because of the 
differences in the shipping 
products of inferior quality. The practice 
of shipping immature cantaloups and water- 
melons is a case in point. 


practice of 


In addition to the economic danger, which 
may result in case there exists a specific 
demand for the various grades, there is a 
further danger that this type of supply con- 
trol may operate unequitably among pro- 
ducers. These two principal weaknesses have 
been definitely recognized by the Adminis- 
tration in considering programs involving 
this type of supply control. Provisions have 
been included in these programs to elimi- 
nate, insofar as practicable, inequalities 
among producers. Until more research work 
has been done, however, to determine the 
nature of the consumer demand for the 
different grades and sizes of commodities, 
this type of control should not be applied 
too extensively or too rigidly. 

Provisions for temporary embargoes on 
shipments have been included in the South- 
sastern watermelon program and for Bart- 
lett pears under the California deciduous 
tree fruit agreement. In the latter instance 
the embargo is a part of a plan of the fourth 
type in that its object is to delay shipments 
to certain concentration points from which 
shipments are further regulated on a daily 
basis. The objective of the embargo in the 
watermelon program is primarily to prevent 
or correct short-time market gluts which 
frequently result from a sudden decline in 


demand due to a drop in temperatures. The 
industry contends that fa‘‘ure to prevent or 
correct such conditions :requently causes 
prices to fall to an unnecessarily low level 
from which they seldom completely recover, 
though 
materially reduced. There would appear to 


even subsequent shipments are 
be considerable merits to such a provision 
provided its use is confined mainly to this 
objective and that it is accompanied by a 
provision which prevents excessive ship- 
ments on the day following the embargo. If 
the supplies which have accumulated in the 
terminal markets are owned mainly by 
dealers there is a danger that the benefits of 
such an embargo may not accrue to the 
producers. There is also a danger that the 
burden of this type of control may not be 
equitably distributed among producers 
The programs for two fresh fruit com- 
modities contain provision for regulating 
the volume of supplies in specified auction 
markets. The industries which have spon- 
sored this type of regulation contend that 
the volume of shipments to these key mar- 
kets not only determines the price in thes 
markets but also the prices in the less im- 
portant markets. A further argument is 
advanced that the large volume of supplies 
frequently arriving for immediate sale in 
auction markets, cause a sharp decline in 
prices and that once such a break occurs, 
prices are slow to recover even though sub- 
sequent shipments are reduced. This latter 
argument appears reasonable in the case of 
such commodities as apples and citrus fruit 
The fact that these commodities are not 
extremely perishable means that they maj 
be carried in stock several days before being 
sold to consumers. The presence of such 
stocks in the market, plus the fact that they 
have been purchased at low prices as a re- 
sult of excessive sales on the auction market, 
would very likely prevent other buyers from 
bidding the market up on the following day, 
even though receipts in the auction market 
had declined. It therefore appears probable 
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that a higher level of prices would result 
from greater uniformity of auction receipts. 

Very little research work has been done 
to determine the effect of auction market 
prices on the prices in other markets. This 
relationship would depend in part on the 
basis of sale in these markets. The writer 
is of the opinion that industry groups have 
over-emphasized this relationship, and that 
the principal gains from controlling auction 
supplies are those realized within the auction 
markets. 

A practical difficulty involved in restrict- 
ing shipments to auction markets is that of 
developing an equitable basis of allotments 
among handlers. All handlers do not ship 
the same proportion of their supplies to the 
different Furthermore, 
they frequently shift their market connec- 
tions from year to year. These difficulties 
may be overcome in part if auction regula- 


auction markets. 


tions are used only to supplement supply 
control programs which regulate the volume 
of shipments going to all markets. 

The agreement and license programs for 
fourteen fresh fruit and vegetable industries 
have contained provisions for curtailing 
shipments on period to period basis. Under 
these programs a maximum volume of ship- 
ment is fixed for each period, usually one 
and allotted among handlers and 
growers on the basis of the supplies which 
they have available for shipment. 


wee k A 


While rapid changes in the supply and 
demand for fruits and vegetables within the 
season necessitate that such weekly quotas 


be fixed currently, the main purpose of this 


type of control is to bring about a more 
orderly movement throughout the entire 
marketing season. The objective, as visual- 
ized by those industries which have had the 
most experience with this type of control, 
is to effect a more regular flow of the com- 
modity to market and thereby to maintain 
a higher level of price to producers through- 
out the season without necessarily reducing 
and possibly increasing the total volume of 
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shipments during the season. 

It would be difficult, if not impossible, to 
determine by statistical methods whether 
such an ambitious objective could or could 
not be realized in a particular industry. 
Those industries which contend that this 
objective can be or has been realized 
advance the following arguments: first, that 
irregularity of shipments and prices is in- 
evitable if shipments are regulated only by 
competition; second, that price declines in 
terminal markets resulting from heavy ship- 
ments are not offset by comparable advances 
as a result of subsequent light shipments; 
third, that the low prices received in termi- 
nal markets as a result of heavy shipments 
frequently do not pay transportation, mar- 
keting, and harvesting costs; and finally, 
that the net effect of such losses or antici- 
pated losses causes an unnecessarily large 
proportion of the crop to remain unhar- 
vested. The validity of these arguments de- 
pends largely upon the relative elasticity of 
demand at high prices and at low prices 
during short periods within the marketing 
season, and also upon the soundness of the 
theory that markets may become “spoiled.”’ 

This type of control is also used to effect 
a curtailment of total supplies in the event 
a burdensome surplus exists. The objective 
in this case is first to prevent the shipment 
of a volume that will result in actual losses 
to producers, and second, to make further 
curtailments if the demand for the product 
is sufficiently inelastic to assure increased 
returns to growers. The demand for most 
fruits and vegetables is relatively elastic 
when calculated on the basis of terminal 
market prices. This demand, however, with- 
in the lower range of such prices, ordinarily 
becomes inelastic after an allowance is made 
for the cost of transporting, marketing, and 
harvesting. Within this limit, the total net 
returns to producers may be 
through curtailment of shipments. 

The operation of this type of supply con- 


increased 


trol involves numerous economic and practi- 
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cal problems. In the first place, it is desirable 
to formulate a fairly definite price and sup- 
ply policy at the beginning of the season, 
which within limits may be followed 
throughout the season. The formulation of 
such a policy necessitates that careful con- 
sideration be given to the size of the crop, 
the time of harvest in the different produc- 
ing districts, supply of competing commodi- 
ties, and general demand conditions. These 
factors tend to establish a pattern of prices 
for the season which must not be over- 
looked. Many industries have not yet had 
sufficient experience in dealing with the 
problem of supply regulation to formulate 
a satisfactory control policy. 

The problem of determining the volume 
of supply available for shipment for each 
control period, and of allotting a fixed vol- 
ume equitably among handlers and growers, 
is a difficult one. The difficulties of making 
such allotments are increased when the bulk 
of the volume is handled by a large number 
of private handlers and particularly when 
these handlers purchase their supplies for 
cash from producers. 

The greatest difficulty arises when this 
type of control is used for the purpose of 
effecting a curtailment in total supply. Con- 
flicting views are likely to develop between 
handlers and growers when shipments are 
curtailed greatly beyond the point necessary 
to prevent actual losses. Furthermore, if the 
product is not extremely perishable, and if 
it has no alternative use, supplies may tend 
to accumulate. Such an accumulation creates 
an incentive to include these supplies in sub- 
sequent week shipments. If this is permitted 
the objectives of the programs would not 
be realized. This difficulty is greatly de- 
creased when the bulk of the shipments is 
handled by cooperative associations of pro- 
ducers. 

In spite of the numerous economic and 
practical problems involved in this general 
type of supply control, several fruit and 
vegetable industries have successfully oper- 
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ated such programs during the past two or 
three years. Many of these industries are 
undertaking to revamp their programs in 
the light of experience which they have 
gained during this period. 

Producers of dried fruits, nuts and can- 
ning crops have been less concerned with 
the short-time fluctuations in supplies and 
prices in consuming markets. They have, 
however, been vitally concerned with the 
actual and prospective level of prices and 
total volume of sales throughout the season 
and with the volume of supplies on hand at 
the beginning and the end of the season. It 
is the relationship between average prices 
and total volume of sales for the season and 
also the volume of stocks in the hands of 
processors and dealers at the beginning of 
the season that determine how the returns 
to growers will be affected by the size of the 
crop which they have for sale. For most of 
these commodities this relationship, after al- 
lowances made for the cost of processing, is 
such that producers receive a larger total 
return for a small crop than they do for a 
large one. Furthermore, if the stocks in the 
hands of processors and dealers at the be- 
ginning of the season are large, prices and 
total returns to producers may be further 
reduced, and, if the crop is a large one, a 
considerable portion of it may remain un- 
harvested. 

For these reasons producers of such com- 
modities have undertaken programs de- 
signed to limit at the beginning of the sea- 
son the total volume of their crops that ma) 
be marketed. In the case of canning crops, 
limitation has been accomplished by fixing a 
maximum pack of a specified number of 
cases or of tons of the fresh product. In the 
1933 California clingstone peach program 
the fixed maximum pack was allotted among 
canners. The peaches which were not canned 
were purchased on the trees from the funds 
those which were 


collected on peaches 


canned. In the 1934 program for this com- 
modity the pack was fixed in terms of tons 
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of fruit, and this tonnage was allotted 
among growers in proportion to their esti- 
mated production. In this case no payment 
was made for the fruit which was not har- 
vested. A similar plan is provided in the 
canned ripe olive agreement, but in this in- 
stance the surplus fruit finds a ready market, 
though at a much lower price, for use in the 
manufacture of olive oil. The canning as- 
paragus agreement made no provision for 
allotting the fixed pack among canners or 
among producers. Canners were merely re- 
quired not to begin packing before a fixed 
date and to cease packing when the maxi- 
mum pack had been reached. 

The method by which the total supply of 
dried prunes, raisins and walnuts, has been 
limited is somewhat more flexible than for 
the canning crops. For these commodities 
the total desirable supply is expressed as a 
percentage of the estimated crop. Each 
handler is permitted to sell this percentage 
of his receipts in the regular market. The 
balance of his receipts, or the surplus per- 
centage, is turned over to a Control Board. 
Under the walnut program the surplus may 
be sold by the Board for shelling purposes, 
or it may be exported. Provision is also 
made for releasing surplus walnuts through 
regular trade channels in the event the fol- 
lowing year’s crop is short. Under the raisin 
and prune programs the surplus is handled 
as a reserve pool. This tonnage may be sold 
to the packers under a system of offerings 
and quotas, and at prices determined by the 
Control Board or a committee of growers. 
To avoid the danger of accumulating a bur- 
densome carry-over in the hands of the 
Board, these programs also provide for the 
sale of this tonnage in by-product channels. 

These two dried fruit programs are based 
more on the principal of collective bargain- 
ing than on effecting an actual limitation of 
supply. The objective is first to increase the 
field price by limiting the supply immediately 
available to the packer, and second to obtain 
higher prices for the balance of the tonnage 


by consolidating the sale of this tonnage in 
the hands of a committee composed mainly 
of producers. 

Those programs which fix, at the begin- 
ning of the season, a definite limit on the 
total supply for the season, such as the pro- 
grams for most canning crops and walnuts, 
have at least one advantage over the types 
of supply control programs which are re- 
quired for fresh fruits and vegetables. In 
the former programs there is only one major 
decision to be made each season, that of 
determining the size of the pack or the 
quantity of the product to be sold through 
a given outlet. The probable effect of such 
a decision can be determined more readily 
and accurately by statistical analysis than 1s 
the case of the numerous decisions required 
in the types of supply control programs most 
commonly used for fresh fruits and vege- 
tables. 

This general type of supply control also 
presents many economic and practical prob- 
lems. In the case of canning crops the prob- 
lem of allotting a fixed pack among canners 
or of estimating the production on individ- 
ual orchards and making allotments to pro- 
ducers, has been a difficult one. For some 
canning crops pack limitation may affect 
the supplies and prices in alternating outlets 
for the commodity. This would be particu- 
larly true of a program for Bartlett pears 
since this commodity may be canned, dried, 
or shipped as fresh fruit. 

It is essential that the actual supply for 
the season shall not exceed the maximum 
which is fixed, otherwise handlers will lose 
confidence in the program and it will be- 
come ineffective in increasing returns to 
producers. The maximum supplies which 
have been fixed in the programs for canning 
crops and walnuts have been rigidly adhered 
to. In the case of canning crops uncertainties 
regarding the probable size of pack may ma- 
terially affect producer prices. In one can- 
ning program the mere removal of this un- 
certainty by fixing a maximum pack ap- 











124 THE JOURNAL OF MARKETING 


pears to have increased producer prices. 

Excessive limitation in the supply of any 
commodity may cause a shift in demand to 
competing commodities for which the sup- 
ply is not controlled. Such commodities as 
clingstone peaches and walnuts have many 
possible substitutes. A shift in demand for 
such specialized industries in which pro- 
ducers have made heavy investments would 
be particularly injurious. These possibilities 
and dangers, however, have been clearly 
recognized by these industries and their 
recommendations for supply curtailment 
have been reasonably conservative. 

The primary difficulty in programs for 
controlling the supply of dried prunes and 
raisins results from the fact that these com- 
modities are handled on a speculative basis. 
The market for these commodities is par- 
ticularly sensitive to any action made pur- 
suant to these programs. The collective 
bargaining features of these programs also 
involve the possible danger that growers’ 
committees may be inclined to hold for too 
high prices. Furthermore, there is always the 
impending danger that stocks temporarily 
withheld from the market may later be 
forced on the market due to unwise action 
by control committees or through termina- 
tion of the programs. It is decidedly ques- 
tionable whether merchandising pools of the 
character provided in these programs can 
be successfully operated on an agreement 
and license or order basis. Experience to 
date indicates that programs for these in- 
dustries might be more successful if they 
provided for a more specific limitation of 
the supply at the beginning of the season 
and for the immediate diversion of the sur- 
plus into by-product channels. 

The probable effectiveness of marketing 
agreement and license or order programs 
cannot be determined solely by the nature of 
their economic provisions, These programs 
to be successful must be developed by the 
individual industries after careful consider- 
ation of their specific problems. The very 


nature of these undertakings necessitates a 
willingness on the part of both growers and 
handlers to cooperate. Numerous compro- 
mises must be made both between and with- 
in these groups. The voluntary marketing 
agreement must of necessity provide the 
primary basis for these programs. The li- 
cense or order can be used to supplement 
the marketing agreement and thereby pre- 
vent minority groups from rendering the 
program ineffective, but not as a substitute 
for the agreement. 

These programs are likewise not self- 
operative. Agreement and license programs 
for general crops have been administered by 
committees of growers and handlers. The 
extent to which these programs have been 
successful has depended in no small meas- 
ure on the leadership shown by those se- 
lected to serve on these committees. 

The twenty-five agreement and_ license 
programs for general crops have met with 
varying degrees of success. In some in- 
stances their effectiveness in increasing re- 
turns to producers has been substantial and 
indisputable. In other instances such gains 
have been small or perhaps questionable. In 
no instance, however, is there any evidence 
or reason to believe that producers’ returns 
have been decreased as a result of these pro- 
grams, In practically all cases where these 
programs have actually operated, the ma- 
jority of the producers are of the opinion 
that their returns have been materially in- 
creased. 

For those commodities for which supplies 
have been substantially regulated, such as, 
clingstone peaches, canning asparagus, wal- 
nuts, and California-Arizona citrus, it 1s 
possible to estimate quantitatively the effec- 
tiveness of the programs. A brief statement 


concerning each of these programs will at 
least serve to illustrate certain accomplish- 
ments which have resulted from these un- 
dertakings. 

The California clingstone peach industry 
has been over-expanded to an extent that in 
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years of normal yields a considerable ton- 
nage of fruit went unharvested and prices to 
srowers became extremely low. Voluntary 
control programs were undertaken by grow- 
ers and canners for the purpose of increas- 
ing returns to growers and preventing losses 
to canners which frequently result from ex- 
cessive packs. These programs met with a 
degree of success, but failure to obtain com- 
plete participation by all growers and can- 
ners rendered these programs inequitable. 
In 1932 all measures of control were aban- 
doned and the open market price to pro- 
ducers for No. 1 fruit fell to $6.50 a ton, 
delivered at shipping points. On the basis of 
these prices the value of the 1932 crop to 
growers was only about $900,000. 

. During the 1933 and 1934 seasons, the 
peach pack was limited by marketing agree- 
ment and license programs. Growers re- 
ceived $20.00 per ton in 1933 and $30.00 per 
ton in 1934. The total returns to growers 
for these two years averaged about 
$5,500,000. Annual shipments of canned 
peaches during this period averaged about 
9,200,000 cases compared with an average 
of about 8,700,000 cases for the two pre- 
ceding years. In 1932, 116,000 tons of No. 1 
fruit was unharvested. The total unhar- 
vested fruit for the two years, 1933 and 
1934, was 110,000 tons. It is conservatively 
estimated that the marketing agreement and 
license programs during these two years in- 
creased growers returns by at least 
$5,000,000. 

The California asparagus industry pre- 
sents a quite different situation. This prod- 
uct is shipped fresh and canned. Fresh ship- 
ments are made in the early part of the 
season and are continued until eastern pro- 
duction reduces price to a point where Cali- 
fornia cannot afford to ship. That part of 
the product which is not shipped to the fresh 
market is available for canning. When this 
supply is excessive, prices to growers be- 
come extremely low. Canners, likewise, may 
suffer losses in event the pack becomes ex- 


cessive. With no assurance as to the size of 
the pack and with excessive available sup- 
plies, the field price to growers for No. 1 
white asparagus fell to 134¢ per pound in 
1933. In 1934 and 1935 maximum packs 
were fixed under marketing agreement and 
license programs. The field price was in- 
creased to 3¢ per pound in 1934, and 3.6¢ 
per pound in 1935. Data are not available to 
determine the volume of pack that might 
have been made in the absence of such regu- 
lations. However, price and supply studies 
indicate that producer returns for these two 
years would have been about $800,000 less, 
had the pack for each year been 200,000 
cases larger. The substantial advances in 
producers prices appear to have been due in 
part to the removal of uncertainties regard- 
ing the size of the pack and to unusually 
keen competition among certain canners to 
maintain or regain their desired proportion 
of the pack. 

In 1934-35, the California-Arizona citrus 
industry was faced with the problem of 
handling the largest orange crop in the his- 
tory of the industry, 45,500,000 boxes, com- 
pared with 28,582,000 boxes for the previ- 
ous season, and an average production of 
33,155,000 boxes for the five years—1928 to 
1932. During the 1934-35 season shipments 
of oranges were regulated on a weekly basis 
under a marketing agreement and license. 
Shipments from this crop amounted to 
39,332,000 boxes. This volume was 26 per 
cent larger than the average shipments for 
the preceding four years. In addition to 
regulating the rate of flow to market, about 
1,500,000 boxes of oranges were diverted 
inte by-products, donated to charities, or 
otherwise eliminated. Studies of the rela- 
tionship between prices and supplies indi- 
cate that had this additional tonnage been 
shipped, returns to growers would have been 
reduced by at least $3,000,000. No attempt 
has been made to determine the gains which 
may have resulted from regulating the rate 
of flow. The farm value of the 1934 crop 
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was estimated at $61,506,000 compared with 
$47,446,000 in 1933, and $34,412,000 in 
1932. 

At the beginning of the 1933 season the 
California walnut industry had a carry-over 
of 20,719,000 pounds of walnuts. This carry- 
over, together with the crops for the two 
years (1933 and 1934) during which a mar- 
keting agreement and license program was 
in effect, gave an average annual supply of 
about 85,000,000 pounds of walnuts. The 
average annual shipments of unshelled wal- 
nuts for the three years, 1930, 1931, and 
1932 amounted to only about 52,700,000 
pounds. During 1933 and 1934 the industry 
diverted 30 per cent of the merchantable 
walnut crop into the shelling and export 
markets. The carry-over of walnuts on 
August 1, 1935 was less than 7,000 pounds. 
In addition to clearing up a serious carry- 
over situation during these two years of 
heavy supply and low demand, it is esti- 
mated that the agreement and license pro- 
gram increased returns to growers by at 
least $3,000,000. 

It is recognized that the agreement and 
license programs have been operating during 
an emergency period and that many of the 
provisions of these programs may be justi- 
fied only as emergency measures, This raises 
two questions: First, have these programs 
prevented the making of desirable adjust- 
ments in production or induced expansion 
which may cause difficulties in the future? 
Second, do these programs offer possibilities 


to producers after the present emergency is 
over? A careful analysis of the available evi- 
dence indicates that the financial gains to 


producers over the low levels previously pre- 
vailing have not been sufficient to materially 
affect their production plans. 

Regarding the second question, it appears 
likely that the need and demand for these 
programs will decrease when the present 
emergency is over. The surplus problem, 
however, in the fruit and vegetable indus- 
tries is not confined to periods of general 
depression. These programs may well serve 
to prevent losses to producers which fre- 
quently result from excessive yields, even 
during times of general prosperity. These 
programs, however, even as emergency 
measures, are still in experimental stages. 

So far as the immediate future is con- 
cerned, many of the industries which have 
been operating under agreements and li- 
censes are endeavoring to revamp their pro- 
grams so as to comply with the provisions 
of the amended Act. The order provisions 
of the amended Act are much more specific 
than the provisions of the original Act 
which authorized the issuances of licenses. 
Future programs must of necessity be con- 
fined almost entirely to supply control regu- 
lations. The amended Act also requires the 
specific approval of two-thirds of the pro- 
ducers by number or volume before an order 
can be issued. This requirement emphasizes 
the necessity for an adequate understanding 
upon the part of producers of the possibili- 
ties and limitations of marketing programs 
of this type in dealing with surpluses as they 
arise, whether these problems result from a 
general emergency or from temporary of 
seasonal emergencies inherent in these in- 
dustries. 
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Comments on “Economic Provisions of 
Marketing Agreements for 
General Crops” 


JAMES E. BOYLE 
Cornell University 


W' ARE all indebted to Mr. Holt for his 
very fair and frank discussion of this 
large and difficult problem. His treatment 
has been objective and informative. In short 
he has given us a brief or digest of the 
A.A.A. program of marketing agreements 
for general crops which we will find con- 
venient and reliable. It is an inventory of 
facts which we needed to have. 

This paper deals with “controls.” This is 
the control era. We have now had some six 
three under the Farm 
Board and three under the A.A.A. The 
Farm Board tried marketing control, but 


years of control 


gave it up saying we needed production con- 
trol. The A.A.A. entered and tried both pro- 
duction and marketing control. 

Our neighbor, Canada, now has 21 con- 
trols going, under her Marketing Board. 

Twenty-four of our States have set up 
programs of milk control. 

Mr. Holt in this paper describes 25 fed- 
eral controls. 

Most of the wheat countries of the world 
have set up wheat controls. 

Mr. Holt, for lack of time, has omitted 
milk controls from his discussion of A.A.A. 
Marketing Agreements. The first fourteen 
milk marketing agreements set up by the 
Federal government were all cancelled with- 
ina few months owing to difficulties of en- 
forcement, particularly the enforcement of 
the price fixing provisions. 

Dr. E. G. Nourse, in his book on Market- 
ing Agreements, lists a total of 61 such 
agreements up to September 1, 1935, at 
which time 39 had ceased to function and 


22 were still in operation. This is a high 
death rate. 

Mr. Holt’s topic, considered as a philoso- 
phy of economics rather than a mere in- 
ventory of facts, is price policy. The A.A.A. 
seems to assume that the big problem is one 
of price, and that the correct price policy is 
one of higher prices. 

I question this policy. The big coopera- 
tives in the years 1920-1925, both in collec- 
tive bargaining and in direct price fixing, 
suffered more harm from their high prices 
than from their low prices. Many of these 
cooperatives, looking back on their experi- 
ences, admitted their mistake. Their policy 
of high prices had curtailed consumption 
and stimulated production. The A.A.A.’s 
price yardstick, “Parity prices,” is a rubber 
yardstick and has no practical value what- 
ever as an economic barometer of a correct 
price. 

Mr. Holt mentions four types of control 
provided by these marketing agreements. 
(1) Price; (2) Supply; (3) Grade and 
Quality; (4) Reforms. He does not discuss 
the fourth type—reforms. It is my under- 
standing that since the purge of the Depart- 
ment by the Secretary a few months ago, 
the militant reformers in the A.A.A. have 
been removed or silenced. On price control, 
Mr. Holt says it has now been abandoned, 
except as to milk. The major function, there- 
fore, will now be control of supply, in one 
way or another. The key-note of Mr. Holt’s 
discussion of these problems is found in 
these two statements: 


1. In most instances the operating difficul- 
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ties which arise in programs containing mini- 
mum prices greatly outweigh such gains as 
may directly accrue from such provisions. . . 
It may readily be concluded that the fixing of 
minimum prices for most general crops 
through marketing agreements and licenses 
has not proven a satisfactory device for ac- 
complishing the objectives of the Agricultural 
Adjustment Act... . 

2. Excessive limitations of the supply of any 

commodity may cause a shift in demand to 
competing commodities for which the supply 
is not controlled. 
We see here the underlying A.A.A. philoso- 
phy, namely, control breeds control. This 
was the experience of our Food Administra- 
tion with its controls in 1917-1920. 

The controls of these Marketing Agree- 
ments seem to me to be essentially the same 
as the controls set up in Europe by the nu- 
merous cartels. I divide all these cartels in 
two classes; first, those that have failed; 
second, those that will fail. Possibly they 
deserve some praise as economic experi- 
ments. This form of experimentation is edu- 
cational, and education comes high these 
days. However, at best, all these competi- 
tion-avoiding, price-controlling schemes are 
opportunistic and economically and _ politi- 
cally expedient. Therefore they are increas- 
ingly subject to pressure groups, which 
planners are 


means that the economic 
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crowded aside by political planners. My 
three specific conclusions regarding the facts 
in Mr. Holt’s paper are these: 

1. Marketing agreements are always en- 
dangered by pressure groups. In the A.A.A, 
itself, the important changes of the last year 
have come from political pressure groups, 
until now the act seems to be clearly both 
constitutionally and economically unsound. 

2. Administration. The difficulties of en- 
forcement are too big. The blackest chap- 
ter in milk control was lack of enforcement. 
The final administration is too centralized, 
too remote from local control, too slow to 
operate, and puts important decisions in the 
hands of persons out of touch with local 
situations. 

3. Stabilize. These marketing agreements, 
like the A.A.A. 
tend to “freeze” things as they are. In agri- 
culture we need utmost flexibility in both 
production and prices, in order to meet new 


“adjustment” program, 


conditions and new developments. Teachers 
of Farm Management have been trying for 
30 years to change the individual farmer, to 
cause him to make the adjustments which 
best fit his actual condition. To “freeze” his 
practices, as the A.A.A. tends to do, is to 
stop further progress in scientific agricul- 
ture. 
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The Significance of Early Economic 
Thought on Marketing 


J. M. CASSELS 


Harvard University 


LTHOUGH the study of marketing is often 
A regarded as one of the newer branches 
of economic science it is in fact one of the 
oldest. Just as it is today one of the fields 
which first attract the attention of anyone 
approaching the problems of economics 
from the practical side so it was historically 
one of the first to receive attention from the 
Greek philosophers and others who laid the 
earliest foundations of the science. It is true 
that in recent years marketing activities have 
come to occupy a relatively much more im- 
portant position in the economic system than 
they formerly did; that many aspects of 
these marketing activities have been vastly 
hanged by the development of modern 
technique; and that the amount of syste- 
matic study given to these problems has 
increased tremendously since the beginning 
f the present century ; but the great central 
problem of marketing, the problem of carry- 
ing through efficiently from the social point 
of view this final stage in the general pro- 
duction process, has remained essentially the 
same since it was so intelligently discussed 
by Plato twenty-three hundred years ago. A 
brief consideration of the views on this sub- 
ject of some of the outstanding thinkers of 
the past is useful not only because of the 
historical perspective which it gives to the 
present day work that is being done, but also 
because of the fact that it does make this 
me central problem stand out so clearly 
from the mass of minor ones which have a 
tendency today to obscure to a large extent 
its fundamental importance. 

The place given to marketing in Plato’s 
brief but penetrating analysis of the eco- 
nomic foundations of society is highly sig- 


nificant. The Greek city states of his day 
were, in his opinion, essentially economic 
communities which owed their very exist- 
ence to the advantages that were to be gained 
in the production of economic goods from 
the application of the principle of division 
of labor. He recognized that individuals, al- 
though acting purely from self-interest, 
would gradually discover the benefits to be 
gained from specialization and exchange and 
would thus be drawn together naturally into 
economically units. “All 
things,” he says, “will be produced in su- 


efficient social 
perior quantity and quality, and with greater 
ease, when each man works at a single oc- 
cupation, in accordance with his natural 
gifts, and at the right moment, without med- 
dling with anything else.”? Having pointed 
out that even the minimum amount of spe- 
cialization would bring into existence within 
the economic community separate classes of 
husbandmen, house-builders, weavers, shoe- 
makers, carpenters and blacksmiths, he goes 
on to ask “how are they to exchange their 
several productions?” He recognizes the 
need for an established market and an ac- 
ceptable medium of exchange. Then he pro- 
ceeds to explain the function of the middle- 
men in the following passage: 

“Suppose then that the husbandman, or 
one of the other craftsmen, should come 
with some of his produce into the market, 
at a time when none of those who wish to 
make an exchange with him are there, is he 
to leave his occupation and sit idle in the 
market place? 

“By no means: there are persons who, 
with an eye to this contingency, undertake 


* Republic (Golden Treasury Series), p. 55. 
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the service required; and these in well- 
regulated states are, generally speaking, per- 
sons of excessive physical weakness, who are 
of no use in other kinds of labor. Their busi- 
ness is to remain on the spot in the market, 
and give money for goods to those who want 
to sell, and goods for money to those who 
want to buy.’’” The development of a special- 
ized class of middlemen was, to Plato, merely 
a further application of the same principle 
of social division of labor which gave rise to 
the different classes of basic and secondary 
producers referred to above. His reference 
to the fact that they would be persons un- 
suited to more strenuous types of labor is 
typical of his whole treatment of specializa- 
tion and is especially interesting because it 
illustrates a point on which his discussion 
of this subject differs fundamentally from 
the more famous one given by Adam Smith 
in his Wealth of Nations. Plato, reflecting 
the characteristic views of his age, recog- 
nized the existence of innate differences be- 
tween individuals and attached much im- 
portance to the advantage of fitting people 
into the occupations for which their “natural 
gifts” best suited them, whereas Smith, writ- 
ing in an era of revolutionary democracy 
and liberalism, accepted the general view 
that men were born equal and was obliged, 
therefore, to develop an explanation of di- 
vision of labor in which “natural gifts” play 
no part at all. 

The views of Aristotle on marketing are 
strikingly at variance with those of Plato, 
but they are typical, nevertheless, of an at- 
titude traders which has been 
shared by many in all periods of history not 
excluding the present. He regarded them as 
useless profiteering parasites. A certain lim- 
ited amount of direct exchange between the 
primary producers of the necessaries of life 
he was prepared to accept as a part of the 


towards 


“natural art of acquisition” contributing to 

the “good life” of the families concerned, 

but professional trading he condemned as 
* Ibid., p. 57. 
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unnatural, mercenary, exploitative and cor- 
rupting. It was unnatural, in his opinion, be- 
cause the wealth obtained from trading was 
not “given by nature” but was acquired by 
“experience and art’; it was mercenary be- 
cause money, “a spurious kind of wealth,” 
was “the starting point and the goal of the 
exchange” ;* it was exploitative because the 
services for which the traders charged added 
nothing to the life-sustaining qualities of the 
goods they handled; and it was corrupting 
because the desire for money, unlike the 
desire for natural forms of wealth, was ab- 
solutely insatiable. In summing up he says: 

“Of the two sorts of acquisition one is a 
part of household management and the other 
is trade: the former is necessary and honor- 
able, the latter a kind of exchange which 
is justly censured ; for it is unnatural, and a 
mode by which men gain one from an- 
other.’’* 

Partly as a result of Aristotle’s influence 
on their thinking and partly as a result of 
certain passages contained in the Bible it- 
self the teachings of the early fathers of the 
Christian Church were frequently unfavor- 
able to the activities of middlemen. Cassio- 
dorus, for example, had said that trading 
was sinful because “he who in trading sells 
a thing for more than he paid for it must 
have paid for it less than it was worth or 
must be selling it for more than it is worth.” 
Others condemned trading not because it was 
inherently unproductive, but because it de- 
veloped in the individuals engaged in it 
characteristics which unchristian. 
These views, however, were not universally 
accepted and as time went on there was 2 
tendency for the hostility of the Church to- 


were 


* His discussion at this point is distinctly sug- 
gestive of Marx’s formula M@C->M. 

‘ Politics (Jowett’s translation, 1920), p. 46. The 
word “acquisition” has been substituted for 
“money making” at the suggestion of Professor 
C. J. Bullock. 

*Thomas Aquinas, Summa Theologica, Ques- 
tion LXXVII, Article 4, Dominican Translation, 
Vol. VIII. 
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wards middlemen to be gradually relaxed. 

An authoritative refutation of the Aris- 
totelian views was given in the thirteenth 
century by the greatest of all the scholastic 
philosophers, Thomas Aquinas. Living at a 
time when the Italian cities were rising to 
positions of prosperity and power on the 
basis of their commerce, he was naturally 
inclined to look more favorably on the ac- 
tivities of the merchant class. He points out 
in the first place that although the object of 
trading is to make money and although that 
in itself is not an honorable end, it is not 
necessarily sinful since the gains may be 
quite moderate and may be devoted to ulti- 
mate objectives which are definitely honor- 
able. Then he goes on to deal specifically 
with the question of “whether in trading it 
is lawful to sell a thing for more than was 
paid for it.’”’ Although he seems to disap- 
prove of purely speculative transactions in 
which the trader “buys for the express pur- 
pose of selling dearer,” he states quite defi- 
nitely that a person may lawfully sell a thing 
at an enhanced price “either because he has 
improved the thing in some way, or because 
the price has changed with a change of place 
or time, or because of the risk he takes in 
transporting the thing from one place to an- 
ther, or even in having it transported for 
him. According to this reasoning neither the 
purchase nor the sale is unjust.’ This, it 
will be observed, is not a complete justifica- 
tion of the middleman’s activities since it 
takes no account of those productive serv- 
ices which result merely in the creation of 
possession utility through the transfer of 
goods into the hands of those who have the 
greatest need for them, but it marks, never- 
theless, a turning point in thought in favor 
of the merchant class. 

During the period of mercantilism the 
prevailing views were extremely apprecia- 
tive of the services performed by the great 
merchants engaged in foreign trade, but not 


*Summa Theologica, Question LXXVII, Ar- 
ticle lV, p- 317. 
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altogether uncritical of the activities of the 
smaller dealers and middlemen in the do- 
mestic markets. Thomas Mun, himself en- 
gaged in the East India trade, wrote about 
the year 1630 as follows: 

“The merchant is worthily called the 
steward of the kingdom’s stock by way of 
commerce with other nations; a work of no 
less reputation than trust, which ought to 
be performed with great skill and con- 
science, that so the private gain may ever 
accompany the publique good.” 

Only a few years later, however, Sir Wil- 
liam Petty, classified in the history of eco- 
nomic thought as a liberal mercantilist, 
expressed the opinion that “a large propor- 
tion of these merchants and retailers might 
be retrenched, who properly and originally 
earn nothing from the public, being only a 
kind of gamester that play with one another 
for the labor of the poor; yielding them- 
selves no fruit at all, otherwise than as veins 
and arteries, to distribute forth and back the 
blood and nutritive juyces of the body poli- 
tick, namely the products of husbandry and 
manufacture.”* Petty seems to have been 
particularly concerned about the tendency 
he observed for wasteful duplication to de- 
velop in the distribution field but economists 
in general since his day have, until very re- 
cently, remained optimistically oblivious to 
the problems thus created. 

A good statement of the case for the mid- 
dlemen was given in 1734 by Richard Can- 
tillon. He stresses the “uncertainty” of the 
mercantile “entrepreneur’s” activity. when 
he is obliged to pay for commodities at fixed 
prices and then sell therh later for what he 
can get. Cantillon then proceeds to explain 
the function of the storekeeper in terms 
reminiscent of Plato. “What encourages and 
maintains entrepreneurs of these kinds,” he 
says, “is the fact that the consumers, who 
are their customers, prefer to pay a little 
more in order to find at hand what they 

* England’s Treasure by Forraign Trade, p. 1. 

"Contributions and Taxes, p. 28. 








need in small quantities, rather than to lay 
in a stock of it.’ 

David Hume, the great Scottish philoso- 
pher, historian and economist, writing in 
1752, refers to merchants as “one of the 
most useful races of men.” He had in mind 
both shopkeepers and interregional traders. 
Their work he describes as follows: 

“Here are in a city fifty workmen in silk 
and linen and a thousand customers; and 
these two ranks of men, so necessary to 
ach other, can never rightly meet, till one 
man erects a shop to which all the workmen 
and all the customers repair. 

“Tn this province grass rises in abundance ; 
the inhabitants abound in cheese and butter 
and cattle ; but want in bread and corn which 
in a neighboring province are in too great 
abundance for the use of the inhabitants. 
One man discovers this. He brings corn 
from the one province and returns with cat- 
tle; and supplying the wants of both, he is, 
so far, a common benefactor. ... In all these 
transactions, ’tis necessary and reasonable, 
that a considerable part of the commodities 
and labor should belong to the merchant, to 
whom, in a great measure, they are ow- 
ing.”’?° 

The Physiocrats denied that trade was 
“productive,” but they admitted neverthe- 
less that some, at least, was useful and nec- 
essary. Turgot in his Reflections shows a 
clear understanding of the functions of mid- 
dlemen in the economic system. “The con- 
sumer,” he explains, “does not always need 
the goods or produce at the moment of har- 
vest or of the finishing of the manufacture ; 
yet the entrepreneurs find it necessary that 
their funds should return to them immedi- 
ately and regularly, in order that they may 
put them back into their business. . . . It 
is to the consumer’s interest to find the 
things he stands in need of when he warts 
them and where he wants them.”"* Turgot 

* Essay on the Nature of Trade (Higgs’ trans- 
lation, 1931), p. 53. 


” Political Discourses, p. 68. 
"Op. cit., pp. 58-58. (Economic Classics.) 
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refers to various classes of middlemen and 
points out that the distinguishing feature 
common to them all is that they “buy to sell 
again.” Like Cantillon he notices the busi- 
ness risks that they are obliged to incur be- 
cause “their first purchases are an advance 
which returns to them only in the course of 
time.” He recognized also, as both Hume 
and Cantillon did, that they are entitled to 
sell at prices higher than those they paid 
for the produces in order that they may ob- 
tain total returns which cover first, “a profit 
equal to the revenue which they could have 
acquired with their capital without any 
labor’; and, second, “the wages and the 
price of their labor, of their risks, and of 
their industry.’’” 

To bring this brief survey of thought re- 
lating to marketing down to the beginning 
of modern times it remains only to mention 
finally the characteristically optimistic views 
of Adam Smith. In a digression concerning 
the corn trade he gives an interesting dis- 
cussion of the functions of the dealers and 
of the attitude of the public towards them. 
The dealer with his knowledge of crops and 
markets is able by raising his price in time 
of threatened scarcity to restrain consump- 
tion and thereby confer great benefit on the 
community. “It is his interest,” says Smith, 
“to raise the price of corn as high as the 
real scarcity of the season requires and it 
can never be his interest to raise it higher. 
. . . Without intending the interests of the 
people, he is necessarily led, by a regard to 
his own interest to treat them, even in years 
of scarcity, pretty much in the same man- 
ner as the prudent master of a vessel is 
sometimes obliged to treat his crew.” 
Smith recognized that in times of scarcity 
the dealers will make enormous gains, but 
these he regards as natural and necessary. 
That they are no more than sufficient to put 
this trade on a fair level with others and to 


" Ibid., p. 61. 
* Wealth of Nations (Cannan’s Edition), Book 
IV, Chapter 5, Vol. II, p. 26. 
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compensate for the many losses sustained 
on other occasions is evident, he says, “from 
the single circumstance that great fortunes 
are aS seldom made in this as in any other 
trade.”** He also believed that the numbers 
of middlemen engaged in different trades 
and located in different places would be so 
regulated by natural economic forces as to 
be most conducive to the general welfare. 
According to him “the prejudices of some 
political writers against shopkeepers and 
tradesmen are altogether without founda- 
tion” since “they can never multiply so as 
to hurt the public although they may so as 
to hurt one another.’”’® 

From Adam Smith’s time to the present 
day this age-old controversy about the na- 
ture and value of middlemen’s services has 
continued. There have always been some 
who were inclined to regard middlemen as 
robbers who took advantage of their stra- 
tegic positions of control over the channels 
of distribution to exploit both the producers 
and the consumers, while there have also 
been others who were ready at all times to 
defend them on the ground that their activi- 
ties were economically productive (creating 
at least possession utility) and that under the 
competitive conditions which seemed gener- 
ally to prevail in this field their services were 
probably paid for roughly according to the 
marginal productivity principle. Classical 
and neo-classical economists have been in- 
fected to a considerable extent with the op- 
timism of Adam Smith and have been much 
less critical of the agencies developed for 
commodity distribution than were the ordi- 


* Ibid., Book IV, Chapter V, Vol. II, p. 29. 
* Ibid., Book II, Chapter V, Vol. I, p. 341. 
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nary untrained observers and the minority 


of economists who held unorthodox points 
of view. There have been in recent years, 
however, certain significant changes both in 
economic theory and in the methods of dis- 
tribution which have aroused among econo- 
mists in general a new interest in marketing 
problems and created an attitude towards 
them more likely to lead to practically use- 
ful results. 

It is widely recognized today that the sort 
of competition which is so much in evidence 
in the marketing of various types of prod- 
ucts and between various types of outlets is 
not the “pure competition” which is postu- 
lated in the deductive analyses of economic 
theory. It is recognized that, even where the 
number of middlemen in the market is large 
and the rivalry between them, as evidenced 
by sales efforts, is keen, their policies may 
nevertheless be non-aggressive and the 
system as a whole may be wastefully ineffi- 
cient from a social point of view. As a re- 
sult of this new attitude towards the prob- 
lems of distribution attempts are now being 
made to study them more directly and spe- 
cifically by methods of theoretical analysis 
combined with empirical research. Consid- 
erable progress has already been made and 
much more may be hoped for in the future 
from efforts directed along these promising 
lines provided always that the details of 
empirical research are not allowed to ob- 
scure the broader issues that are involved 
nor the basic principles of social efficiency 
which were outlined so long ago by Plato 
and have been further developed by so many 
important thinkers between his day and the 
present time. 
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he General Store. The general store’ 

was the typical retail store in the United 
States at the opening of the last century. A 
specialty store was found rarely outside the 
dozen cities over five thousand population. 
Usually the merchandise of the store was 
exchanged for the various articles produced 
by villager and settler. Some articles of 
country produce, however, were in sufficient 
demand to command cash. These articles 
varied with the time and place, but among 
them was often found furs, linen, beeswax, 
pot ashes, pearl ashes, and deer skins. On 
the other hand there were certain items such 
as tea, coffee, leather, iron, powder, and lead 
which the general storekeeper would ex- 
change only for cash or articles of country 
produce which could be sold easily and 
quickly. This method of conducting busi- 
ness, of course, gradually declined in im- 
portance as a more advanced monetary 
system was evolved and a higher degree of 
division of labor was attained. 

The functions performed by the general 
store were more important at this time than 
they were at a later time. The inhabitants of 
the thinly settled regions had no other source 
of supply of importance, with the exception 
of the peddler, for those goods which they 
required and could not produce by their 
own efforts. In many cases there was no 
other outlet for the surplus products of the 
community. This gave the general store an 
advantage, but this advantage was balanced, 

*The term general store is used here to mean a 
non-departmentized retail store handling several 
lines of merchandise such as hardware, dry goods, 
groceries, drugs, and glassware, while the term 
specialty store is used to mean a retail store han- 


dling only one line of merchandise such as dry 
goods. 


to an extent at least, against the increased 
risk which it was necessary to assume. Fa- 
cilities for hedging did not exist and the 
general storekeeper assumed the full risk of 
price declines as long as he held the grain 
or other produce. When he transported these 
products to a market, as was often the case, 
he also bore the risks incidental to trans- 
portation. In addition, a heavier risk was 
borne in connection with the longer terms of 
credit which were extended. In many cases 
credit was extended from one crop to an- 
other. If the crops failed, the storekeeper 
was subject to a greater risk of failure. 

The general storekeeper also bore more 
of the risk of fire than was later the case. 
Only twenty-eight fire insurance companies 
had been organized in the United States pre- 
vious to 1820. Even then it was many years 
before fire insurance became a recognized 
factor in commercial life outside the cities.’ 

As industrial communities developed, the 
general store receded to those sections which 
were largely self-sufficient, thinly populated, 
and not in easy access to the products of 
other communities. In 1860, these conditions 
were characteristic of a great part of the 
United States, but some sections had come 
to be characterized by a relatively large scale 
economy involving a marked degree of divi- 
sion of labor. Wherever this was the case 
the specialty store appeared. 

The Specialty Store. The tendency for re- 
tailers to specialize, as indicated by a direc- 
tory of Boston for 1789, had progressed to 
the point where retail stores existed which 

*F. C. Oviatt, Historical Study of Fire Insur- 
ance in the United States. Annals of the American 


Academy of Political and Social Science, Vol 
XXVI, pp. 162, 164. 
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handled chiefly the following lines: bakery 
goods, books and stationery, boots and shoes, 
china and glassware, drugs, dry goods, gro- 
ceries, hardware, jewelry, lumber, millinery, 
ship chandelry, and tobacco. There were also 
stores at which men’s ready-made clothing 
could be purchased. These were not known 
as men’s clothing stores but by the undig- 
nified sobriquet of slop-shops. Their chief 
patrons were sailors whose stay on shore 
did not permit time for the cutting and 
fitting of the tailor. 

An examination of the newspaper adver- 
tisements at the opening of the century not 
only substantiates this evidence for Boston 
but also indicates that there were retail 
stores which specialized in confectionery, 
flour and feed, fruit, liquor, and musical 
goods. 

As the country became more populous and 
wealthy the desire to improve the American 
home and living conditions in it gave im- 
petus to the development of retailers who 
specialized in carpets, coal, coal and wood, 
furniture, house furnishings, ice, lamps and 
chandeliers, oil, paints-glass-oil, paper hang- 
ings, plumbing supplies, stoves, stoves and 
furnaces, and wood. Articles in these cate- 
gories, of course, were known at the opening 
of the century, but for the most part the 
average American home was furnished rath- 
er crudely. The floor was left bare or perhaps 
covered with a thin layer of sand. Occa- 
sionally there was a carpet or rug which 
covered a small part of the floor. Not until 
the decade of the forties did the manu- 
facture of carpets reach a significant scale. 
Lamps which were in use in 1800 were not 
much in advance of their Greek and Roman 
predecessors. Candles were the most com- 
mon method of securing household illumina- 
tion. Improvements made in lamps and the 
use of gas as an illuminant stimulated the 
sale of both oil and lighting fixtures, and the 
coming of gas illumination and the equip- 
ping of homes with supplies of hot and 
cold water, which was of some importance 


in the twenty years preceding the Civil War, 
promoted the sale of plumbing fixtures. In 
1800, the walls of the American home were 
often whitewashed or wainscoted. Rarely 
were they covered with paper, but as this 
practice became more common it was not 
unusual to find a retail store which handled 
chiefly paper hangings and related articles. 
The American housewife at the opening of 
the century was unfamiliar with refrigera- 
tors, but after 1840 this was not the case 
in many of the homes in the larger cities. 
This wider household use of ice coupled 
with its growing commercial use caused the 
establishment of ice dealers. Stoves which 
were in use at the opening of the century 
were designed neither for burning coal nor 
for cooking purposes. When improvements 
had been made which included these fea- 
tures, the market for both stoves and coal 
widened, and retailers specializing in these 
commodities appeared. At the beginning of 
the century furniture was obtained from the 
local cabinet maker, and it was not until 
about 1855 that the industry had made the 
necessary technical advances and the popu- 
lation had increased to such size and wealth 
that retail furniture stores appeared with 
any degree of regularity. 

As the industries which furnished the ar- 
ticles for the improvement of living con- 
ditions in the home developed, people found 
employment in the factories or shops and 
there was less time to produce articles of 
clothing and personal adornment which 
formerly had been produced in the home. 
Not all articles of men’s wear even at the 
opening of the century were produced in the 
home. Such articles as hosiery, hats, and 
handkerchiefs could be found often in any 
store which carried a stock of dry goods. In 
the cities when coats, vests, or pantaloons 
were desired, a visit was first made to the 
cloth dealer, and after selecting the cloth, 
a call was made on a tailor who produced 
the desired garment. This practice was by 
no means discontinued in 1860 as is wit- 
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nessed by the large number of retailers at 
that time who specialized in cloths, cassi- 
meres, and vestings. In the country most 
families produced their clothing from raw 
material to finished garment. About 1835, 
however, the wholesale manufacture of 
clothing was commenced in New York and 
a few years later ready-made clothing was 
of more common occurrence in the stocks 
of general stores. By the latter half of the 
decade of the forties men’s clothing stores 
were of frequent occurrence. Hats and caps, 
which formerly had been obtained at the 
general store or from the local hatter who 
p: oduced these articles from the fur or other 
raw materials, could be obtained by 1860 
often in a strictly retail store which usu- 
ally handled not only hats and caps but ar- 
ticles made of fur. 

Women’s wear for the most part con- 
tinued to be made in the home, by the cloak 
and mantilla maker, by the furrier, or by the 
milliner. 

A retail shoe store at the opening of the 
century was a decided exception. Shoes were 
usually sold at retail by general stores and 
local shoemakers. Gradually, however, the 
village shoemaker lost ground to the fac- 
tory system of production and more and 
more shoes were sold by clothing and gen- 
eral stores. Toward the end of the decade 
of the fifties strictly retail shoe stores were 
usual in the larger cities, but the clothing 
and general stores were still of greater im- 
portance in the retail sale of shoes. 

A retail jewelry store in the year 1800 was 
more an artisan’s shop than a store. The 
proprietor of such a shop made fine me- 
chanical instruments, repaired watches and 
clocks, and produced various articles of per- 
sonal adornment from the precious metals, 
but as the industry adopted factory methods 
the craftsmen manufactured less and re- 
paired more. By 1835, the business of the 
local jeweler was primarily that of selling at 
retail and repairing watches. 

The list below contains the most important 


commodities and services in which retail 

stores specialized in 1860.° Only what has 

seemed to be the most important of these 

have been discussed above. A brief exami- 

nation of the economic and social trends dur- 

ing the half century preceding the Civil 

War will explain the existence of those not 

discussed. 

agricultural imple- house furnishings 
ments ice 

*bakery goods *jewelry 

birds and cages laces and embroider- 


*books and stationery ies 

*boots and shoes lamps and chande- 
carpets liers 

*china, glass, and leather 


crockery ware 
cloths, cassimeres, 
and vestings 


*liquor 

livery service 
*lumber 

coal men’s clothing 
coal and wood men’s furnishings 
*confectionery military goods 
*drugs *millinery 

*dry goods *musical goods 
dying and scouring notions and toys 


fancy goods oil 
feed paints, glass, and oil 
fish paper hangings 
*flour and feed photographs 
flowers and seeds plumbing supplies 
*food (restaurants seeds 

and inns) ship chandelery 
*fruit sporting goods 
furniture *stationery 
furs stoves and furnaces 
*vroceries *tobacco 
*hardware toys 


hats, caps, and furs 
hosiery and gloves 


wood 
woodenware 


* This list is based on information in the fol- 
lowing directories: New York State Business Dt- 
rectory. (Boston and Albany, 1864) ; Sketches and 
Business Directory of Boston and Its Vicinity for 
1860 and 1861. (Boston, 1860); The Philadelphia 
Merchants’ & Manufacturers’ Business Director) 
for 1856-57. (Philadelphia, 1856) ; Boyd’s Wash- 
ington and Georgetown Directory. (Washington, 
1858) ; Williams’ Cincinnati Directory, City Guide 
and Business Mirror for 1860. (Cincinnati, 1860) ; 
The Southern Business Directory and Genera! 
Commercial Advertiser. (Charleston, 1854). 

The commodities before which an asterisk ap- 
pears are those in which retail stores specialized 
in 1800. Isolated instances of some not so marked 
possibly can be found. 
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The Department Store.* Some dry goods 
stores and some general stores at the open- 
ing of the nineteenth century instead of list- 
ing one item after another in their advertise- 
ments as was common practice, arranged the 
articles according to groups such as silks, 
laces, and edgings, muslins and cambrics, 
stockings and gloves, and bonnets and hats, 
or dry goods, groceries, hardware and 
queensware. These groups would be indi- 
cated by a larger and often different type 
face. This would seem to indicate that a 
similar classification was made within the 
store. It does not appear logical that grocery 
items would have been mixed indiscrim- 
inately with items of hardware or dry goods. 
Beyond the assignment of floor space to dif- 
ferent classes of commodities, however, not 
much progress was made in the develop- 
ment of the department store until the dec- 
ade of the forties. By 1847 one dry goods 
store in Philadelphia had been so system- 
atized and departmentalized as to approxi- 
mate the modern department store. A con- 
temporary account says, “The amount of 
sales made at this store, is about $300,000 
annually ; each department in the store is 
alphabetically designated. The shelves and 
rows of goods in each department are num- 
bered, and upon the tag attached to the 
goods, is marked the letter of the depart- 
ment, the number of the shelf and row on 
that shelf to which such piece of goods be- 
longs. The cashier receives a certain sum 
extra per week, and he is responsible for all 
worthless money received. Books are kept, 
in which the sales of each clerk are en- 
tered for the day, and the salary of the 
clerk cast, as a percentage on each day, 
week and year, and, at the foot of the 
page, the aggregate of the sales appear, and 


“For the purposes of this discussion a depart- 
ment store will be defined as a retail store which 
handles a wide variety of lines such as women’s 
ready-to-wear and accessories, piece goods, small 
wares, and home furnishings, and which is or- 
ganized into separate departments for purposes 
of promotion, service, accounting, and control. 


the percentage that it has cost to affect 
these sales, is easily calculated for each day, 
month or year. The counters are designated 
by an imaginary color, as the blue, green, 
brown, &c., counter. . . . The proprietor’s 
desk stands at the farther end of the store, 
raised on a platform facing the front, from 
which he can see all the operations in each 
section of the retail department. From this 
desk run tubes, connecting with each depart- 
ment of the store, from the garret to the 
cellar, so that if a person in any department, 
either porter, retail or wholesale clerk, 
wishes to communicate the employer, he can 
do so without leaving his station. Pages 
are kept in each department to take the bill 
of parcels, together with the money paid; 
and return the bill receipted, and change, if 
any, to the customer. So that the salesman 
is never obliged to leave the counter; he is 
at all times ready either to introduce a new 
article, or watch that no goods are taken 
from his counter, excepting those accounted 
ior.” 

This store had some of the characteristics 
of a department store. It was organized by 
departments and controlled by departments, 
and there was some accounting by depart- 
ments, but it does not appear that it was 
any more than a departmentalized dry goods 
store. 

A few years later Edwin T. Freedly in his 
A Practical Treatise on Business® wrote, 
“Having made due provision for what may 
be considered as incidental to the building, 
it will now become necessary to arrange the 
goods, so as to enable any given number of 
clerks to discharge their duties with the 
greatest of efficiency, and so as to attract 
the public eye. Little can be said on this sub- 
ject that is applicable to merchandising in 
general, as much will depend on the nature 
and extent of business, and other circum- 
stances. Besides, it is a matter that has been 


*Hunt’s Merchants’ Magazine, Vol. XVII, pp. 
441, 442. 

* This book was entered in 1852 and printed in 
Philadelphia in 1853. 
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carried to a great degree of perfection.” 


Some of our first-class dry-goods stores are 
a model of order and method in this respect. 
Every department in the store is alphabeti- 
cally arranged. The shelves and rows of 
goods, in each department, are numbered, 
and upon a tag attached to the goods are 
marked the letter of the department, the 
number of the shelf, and row on that shelf 
to which such piece of goods belongs. The 
respective counters are designated by some 
imaginary color, and the yard-stick and 
counter-brush belonging to that counter are 
painted to correspond. Each establishment 
has a tool-closet, with a small workbench in 
it, and every tool has its place. All wrap- 
ping-paper, as soon as it is brought into the 
store, is taken into the cellar, where boys 
cut it into sizes to suit the parcels of the 
different departments, and carried there. All 
pieces too small for use are put into a sack, 
and reserved for sale. The cashier or book- 
keeper is responsible for all worthless money 
that he takes, and is paid an extra sum for 
this responsibility. Pages are kept to carry 
the bills and change from the cashier’s desk 
to the customer, so that the salesman is not 
obliged to leave the counter. The proprie- 
tor’s desk is on an elevated platform, facing 
the front, that overlooks every section of 
the retail department, and from this desk 
acoustic tubes communicate with every de- 
partment in the building, by which a per- 
son in any part of it, from the garret to 
. the cellar, may communicate with the prin- 
cipal without leaving his section. Every 
salesman has a small book in which he en- 
ters his sales as soon as made, on which his 
salary is calculated as a percentage, so that, 
at all times, the propietor can compare their 
respective merits and efficacy.” 
Apparently Freedly obtained this infor- 
mation from the earlier description in Hunt’s 
Merchants’ Magazine, but the important 
thing is he indicates that such departmentiz- 


*Ibid., pp. 117, 118. 


ing was not an isolated ocurrence when he 
Gays, “Besides, it is a matter that has been 
carried toa great degree of perfection. Some 
of our first-class dry-goods stores are a 
model of order and method in this respect.” 

Further evidence shows that this system- 
atizing or arranging of the goods, as it was 
then called, was not confined to dry goods 
stores, but that it was also being done in 
some general stores. For instance, there was 
a store in Springfield, Illinois, in 1851, 
which, instead of listing in its advertise- 
ment the different classes of commodities 
as dry goods groceries, hardware, queens- 
ware, etc., headed them dry goods depart- 
ment, grocery department, and provision 
department.* Hats, shoes, and furnishings 
were included in the dry goods department 
while queensware and hardware were in- 
cluded in the grocery department. If this 
store had accounting and control by depart- 
ments, it could have been called properly a 
department store. Another similar store ex- 
isted about this time in Portsmouth, Ohio. 
It advertised a dry goods department, a bon- 
net department, a carpet department, and a 
queensware department.® 

Thus, it may be seen that attention was 
being given by retailers in this country to de- 
partmental organization and management at 
the same time Aristide and Marguerite 
Boucicaut were developing the Bon Marche 
in Paris, a store which is often called the 
first department store, and if the Philadel- 
phia store referred to above can be called 
a department store, it appears that the de- 
velopment of the department store in Amer- 
ica was in advance of its development in 
France. Stores with a departmental organi- 
zation previous to 1870, however, were more 
likely to be general stores or dry goods 
stores than department stores. Department 
stores would thrive only in a large scale in- 


‘Illinois State Register, Springfield, Illinois, 
April 24, 1851. 

*Weekly Portsmouth 
Ohio, December 12, 1855. 


Tribune, Portsmouth, 
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dustrial economy, and such an economy did 
not exist in the United States previous to 
the Civil War. 

The Chain Store. For similar reasons the 
chain store’® was unimportant. It was not 
entirely unknown at the opening of the cen- 
tury, however, for a group of stores to be 
operated under a common management. An- 
drew Jackson, for instance, operated three or 
more stores in different parts of Tennessee,” 
and in the same year, 1803, James and Arch- 
ibald Kane were operating a store in Al- 
bany and others in nearby villages.1? These 
two groups of stores were groups of gen- 
eral stores. They had a common ownership 
and management and there was some de- 
gree Of uniformity of operation. 

A more ambitious undertaking was that 
of the Worthington Manufacturing Com- 
pany of Worthington, Ohio. This firm was 
incorporated in 1811, and in addition to op- 
erating stores it manufactured woolen cloth, 
hats, caps, and other articles. The stores of 
this company were numbered from one to 
nine, two of which were in Worthington and 
others in nearby towns. In November, 1818, 
price reductions of from ten to fifteen per 
cent were offered at certain of the stores, 
except on purchases of bar iron, nails, win- 
dow glass, salt, and coffee. As was cus- 
tomary, credit was extended and produce 
was accepted in payment for merchandise.”* 

In New York City such firms as Rushton 
and Aspinwall, later Hegeman, Clarke & 
Company, and Lord and Taylor had several 


* A chain store will be understood here as one 
of a group of retail stores of essentially the same 
type having a common ownership and manage- 
ment with some degree of uniformity of opera- 
tion. 

"J. S. Bassett, Correspondence of Andrew 
Jackson. (Washington, 1926), pp. 70, 86. 

“The Albany Gazette, Albany, New York, July 
2, 1804. 

* Ohio Monitor, Columbus, Ohio, November 
19, 1818; H. C. Parsons, Historic Worthington, 
Ohio Archaeological and Historical Publications, 
Vol. XIII, p. 80; A. A. Graham, An Early Abo- 
lition Colony and Its Founder, Ohio Arch. and 


Hist. Pub., Vol. IV, p. 42. 


retail stores.'* In the West, Carson, Pirie, 
Scott & Company established a retail store 
which rapidly grew into a chain of stores, 
and there were, no doubt, others which had 
a similar growth, but business men at that 
time did not feel that it was an advantage 
to advertise that several stores were mem- 
bers of one organization.'® 

As compared with independent stores, 
however, organizations of two or more 
stores previous to 1860 were unimportant. 
Large scale retailing could not exist in an 
economy characterized by slow transporta- 
tion, small markets, and small scale produc- 
tions. 

Sources of Supply. The relatively unde- 
veloped status of manufacturing in this 
country at the opening of the last century 
caused retailers to obtain their supplies prin- 
cipally from importers, jobbers, commission 
merchants, and auctioneers, middlemen who 
were in touch with foreign sources of sup- 
ply. To be sure, as already has been indi- 
cated, some commodities were obtained from 
local sources. After the War of 1812, how- 
ever, auctions became important as a source 
of supply for retailers and for fifteen years 
retained this importance. Previously, the 
customary trade channel for a great deal 
of foreign goods had been importer-jobber- 
retailer-consumer, but after the War the 
speed and economy of the auction method of 
sale appealed to foreign merchants and man- 
ufacturers who by employing the auction- 
eers, and thus eliminating the importers and 
jobbers, availed themselves of an opportu- 
nity of eliminating the expenses of these 
two classes of middlemen, and either the 
foreign merchant would make a larger profit 
or the retailer would obtain his supplies at a 
lower cost. In all likelihood both conditions 

* J. Scoville, The Old Merchants of New York 
City. (New York, 1885), Vol. II, pp. 338, 339; 
M.Y. Beach, The Wealth and Biography of the 
Wealthy Citizens of the City of New York. (New 
York, 1855), p. 48; New York Herald, October 
12, 1859. 


*P  H. Nystrom, Economics of 


Retailing. 
(New York, 1930), Vol. I, pp. 215, 216. 
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resulted. At any rate the retailers attended 
the auctions in such numbers as to seriously 
injure the business of the importers and 
jobbers. 

For the retailers located in the towns and 
villages the tasks of seeking sources of sup- 
ply was more difficult than that of the retail- 
ers located in the cities. The retailers of the 
interior usually were required to make an- 
nual or semiannual trips to Philadelphia, 
Baltimore, Boston, New York, Charleston, 
or New Orleans to secure their goods, but 
the growth of such cities as Cincinnati, Chi- 
cago, and St. Louis rendered it steadily less 
necessary for the retailers of the interior to 
visit the seaboard cities. Cincinnati was one 
of the first of the interior cities to attain 
importance as a commercial center, and in 
connection with with this city it was pointed 
out that, ““The merchant who goes east is 
compelled, in order advantageously to make 
up his full assortment, to visit Boston, New 
York, Philadelphia, and Baltimore. This is 
attended with traveling and hotel expenses, 
as well as the loss of time at home of still 
greater value, which puts at least five per 
cent. on his season’s purchases. 

“By purchasing in Cincinnati, at a dis- 
tance so short and a point of such easy 
access from home, the western merchant is 
enabled to buy in three or four days what 
will require as many weeks in a trip east. 
This is not merely a saving of time, but a 
means of choosing the period of absence, 
not allowable in long and distant journeys. 
Almost any man can arrange and provide 
for an absence from home of a few days, but 
every merchant’s business is sure to suffer 
in the absence of as many weeks. 

“He can obviate the risk of accumulat- 
ing unsaleable goods; keeping his supplies 
within the limits of his sales by making 
smaller and more frequent purchases. 

“In making bills oftener, he has a greater 
average of credit, as well as greater con- 
venience in the division of payments.’’*® 


* Charles Cist, Sketches and Statistics of Cin- 
cinnati in 1859. (Cincinnati, 1859), p. 347. 


In the earlier years of the century the re- 
tailer who was located in the interior us- 
ually assumed more risk in connection with 
the transportation of his merchandise from 
the place of purchase to the place of sale. 
If he provided his own means of transporta- 
tion, as was often the case in the earlier 
years, he assumed all the risks of transpor- 
tation. If he employed a private carrier, 
some of the risk was shifted, since a private 
carrier was responsible to the extent of or- 
dinary diligence and care, and as common 
carriers, such as steamboats, canals, and 
railroads, developed, more of the transpor- 
tation risk was shifted, because common 
carriers were regarded as insurers of the 
property intrusted to them, and were held 
responsible for all acts against the goods, 
the acts of God and the public enemy only 
excepted.?” 

Sales Promotion. To promote the sale of 
the merchandise personal salesmanship, of 
course, was used, but if there is any truth 
in the great number of anecdotes related, 
much progress was to be made in the ethics 
and efficiency of the retail salesman. In the 
earlier part of the century when the quality 
of foreign manufactures exceeded, or at 
least this was a prevalent belief, that of 
American manufactures, there was a strong 
temptation on the part of the salesman to 
use deception in disposing of American 
made products.'* Then, too, the lack of defi- 
nite standards contributed to the inefficiency 
of the retail salesman. Without definite 
standards used in production it was difh- 
cult for the salesman, had he been so in- 
clined, to investigate the merits of the 
various products handled and thus be able 
to better serve customers. 

In performing the function of negotiating 
price the retail salesman was more important 
in the period under consideration than he 
was at a later time. As a rule at the open- 
ing of the century retailers had no estab 

*J.K. Angell, A Treatise on the Law of Car- 


riers. (Boston, 1851), pp. 48, 71. 
* Niles’ Weekly Register, Vol. I, p. 462. 
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lished prices for their merchandise but 
charged what the traffic would bear. In 
each sale the salesman usually tried to ob- 
tain the highest possible price for the prod- 
uct in question. Consequently, much of the 
time of the salesman was consumed in ne- 
gotiating prices, but the policy of having a 
variable price for the same article in selling 
to different people gradually became unpop- 
ular, and as this came about the importance 
of the retail salesman as a negotiator of 
prices diminished. 

The advertisements of retailers at the 
opening of the century were nothing more 
than an announcement of the place of busi- 
ness and a more or less long list of the 
products kept in stock. This long list of mer- 
chandise often was followed with the name 
of specific articles of country produce which 
would be accepted in payment. Almost with- 
out exception the advertisements were con- 
fined to one column in width with no illustra- 
tions. Almost as exceptional was the custom 
of naming prices with the articles, and the 
same advertisement might be run week after 
week. These advertisements probably at- 
tracted as much or more attention as their 
more pretentious successors of a century 
later. At the opening of the century there was 
less to read and the advertisements usually 
enjoyed a front or back page position. 

Retailers continued to list their merchan- 
dise with little or no attempt to explain the 
merits of different products, but about 1830, 
as a result of the lower price of paper, 
more illustrations began to appear in retail 
advertising. These illustrations served to 
identify a particular class of stores rather 
than to picture a particular product. For in- 
stance, appearing with the advertisement of 
a grocery store, or a store which handled 
groceries, would be an illustration of a bar- 
rel of liquor and a chest of tea, with the 
advertisement of a drug store would appear 
the illustration of a mortar and pestle, and 
with that of a book store an open book. 
When jewelry stores used an illustration it 
was that of a watch. 


In the decade of the fifties there was a 
tendency not to crowd space full of copy 
but to open up and attract attention by the 
use of white space and setting the copy 
in peculiar designs. There appeared to be 
a slight tendency for advertising to become 
more aggressive in its attempt to induce 
readers to visit stores. For the most part, 
however, the function of retail advertising 
continued to be that of announcing where 
supplies of various commodities could be 
found. A small attempt was made to stimu- 
late desire, but practically nothing was done 
toward giving a prospective buyer detailed 
information concerning a particular product. 

In the fifties retail advertising was re- 
flecting the establishment of the one price 
policy. More stores were announcing its 
adoption and mentioning prices of particu- 
lar products. Nevertheless, the newspaper 
advertising of retail stores remained rela- 
tively undeveloped. This was partly due to 
the restrictions in size of individual adver- 
tisements enforced by the publishers, partly 
to the fact that the mechanical facilities for 
producing better advertisements did not ex- 
ist, and partly to the fact that retail compe- 
tition had not developed to the extent that 
better advertisements were required. 

At the opening of the century not much 
was done in the way of window display. In 
fact, windows were not designed for this 
purpose, but rather they were equipped with 
shutters and these in most cases were closed 
at night. It was not entirely unknown, how- 
ever, for windows with merchandising dis- 
played in them to be lighted at night,’® and 
judging from the illustrations of store 
fronts, there was continued improvement in 
window display, but in the absence of plate 
glass, which was not manufactured in this 
country until the fifties, store windows re- 
mained relatively unattractive. 

Number of Retailers. No statistics in- 
dicating the number of retailers in the 
United States in 1800 are available, but in 

* J. F. Watson, Annals of Philadelphia. (Phila- 
delphia, 1830), p. 201. 
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1813 the Federal government passed a law 
which required retailers to obtain licenses.?° 
The next year 46,021 licenses were issued, 
but this does not mean necessarily that there 
were that many retail stores in the United 
States in 1814, because the law defined as a 
retailer “every person who shall deal in the 
selling of any goods, wares, or merchandise, 
except such as are the growth, produce, or 
manufacture of the United States, and 
except such as are sold by the importer 
thereof in the original cask, case, box, or 
package wherein the same shall have been 
imported.” This would seem to require those 
importers selling at both wholesale and re- 
tail to obtain a retail license. The law also 
could have applied to peddlers. It is highly 
improbable that there were any retailers of 
domestic products who could benefit by the 
exception provided for them. Of the licenses 
issued in 1814, there were 15,018 issued to 
retailers of wines and spirits only. 

For other years in which the law was 
in force there is no information available 
concerning the number of licenses issued, 
but it was estimated in 1816 by the commis- 
sioner of revenue that the duty on retailers 
amounted to about one per cent of sales.” 
On this basis the volume of retail sales for 
1816 was $81,265,000. 

In connection with the Census of 1840 the 
number of retail stores and the amount of 
capital invested was ascertained.?? The re- 
sults of the Census show that in 1839 there 
were 57,565 retail stores in the United States 
with an average investment of $4,350. 
Slightly over fifty-one per cent of both the 
number of stores and the amount of capi- 
tal invested were in the five States of New 
York, Pennsylvania, Ohio, Massachusetts, 

* Richard Peters, Public Statues at Large. 
(Boston, 1845-55), Vol. III, p. 72. 


* American State Papers, Finance, Vol. III, 
p. 182. 
* Compendium of the Sixth Census, p. 360. 








and Virginia. For the United States as a 
whole there were 3.4 stores per thousand 
population. In the southern States the num- 
ber of stores per thousand population was 
usually less than the average for the entire 
country. The reason for this was the cotton 
planting economy. Supplies were bought in 
large quantities when the crop was sold and 
then usually from a middleman who was 
both a cotton factor and a wholesale grocer. 
In addition, the economic condition of part 
of the free population was not such that 
they had much use for the services of a 
retail store. 

No further attempts were made by the 
Federal government previous to 1860 to ob- 
tain the number of retail stores in the coun- 
try. As a part of the Censuses of 1850 and 
1860 information was gathered concerning 
occupations, but retailers were not separated 
from wholesalers. 

Summary. In an economy characterized 
by pioneer agriculture, industry in_ the 
handicraft and domestic stages of produc- 
tion, small markets, slow transportation and 
communication facilities, and a relatively 
undeveloped monetary system, the most 
typical retail institution was one operating 
on the basis of exchange of goods for goods 
and supplied with articles to meet numerous 
wants. As this economy changed to one 
characterized by a larger scale of agricul- 
ture and industry, larger markets, faster 
transportation and communication facilities, 
and a more advanced monetary system, 
economies in the division of labor were 
availed of to a greater extent, the number 
of retail institutions increased, competition 
became more intense, and retail institutions 
appeared which no longer operated on the 
basis of exchange of goods for goods, which 
specialized in satisfying a particular class of 
wants, and which had an improved organi- 
zation and management. 
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Seasonal Storage in China 


W. MACKENZIE STEVENS 


Adviser to the National Economic Council, National Government, of the Republic of China, 
on leave from Louisana State University 


- ontiny at harvest in China tend to be lower 
than in subsequent months prior to the 
next harvest. Though this is a universal 
phenomenon everywhere, some of the rural 
leaders in China have recently decided that 
something ought to be done about it, that 
“profiteering middlemen,” “wealthy land- 
lords,” and what are known as “local gen- 
try” have profited long enough by forcing 
the poor farmers to sell their crops at harv- 
est at artificially low prices so that these 
“parasites” might fatten upon farmers’ dis- 
tress. 

In order that honest producing farmers 
may no longer be forced to sell at harvest 
time for the benefit of these “obnoxious 
dealers” and moneylenders, an extensive 
system of rural warehouses was begun. 
Most of these were estavlished with gov- 
ernment or provincial funds, frequently with 
the aid of banking organizations, and others 
were established under the guise of coopera- 
tives who borrowed most of their funds 
from governmental agricultural banks or 
private banking sources. 

In view of the difficulties met with in 
other parts of the world whenever price con- 
trol has been attempted through holding and 
storage operations by either governmental 
or semi-cooperative arrangements, it was 
suggested that the warehousing program un- 
dertaken might easily lead to the loss of 
many millions of dollars without any real 
gain to the farmers in the long run. The 
answer given to this was that conditions in 
China are different, that the experience in 
other countries does not apply to China, 
that the prices a few months after harvest 
are always very much higher than at har- 
vest, and that the only thing necessary to 


enable the farmer to obtain the benefit of 
these high prices is rural warehousing and 
credit facilities to enable him to store his 
crop until the high prices are reached instead 
of having to sell at the low harvest prices. 

Faced with this frequently recurring 
phrase “Conditions in China are different” 
a western observer finds all the experience 
of western countries eliminated from con- 
sideration. No matter what statistics of pro- 
duction, prices, and sales may have been 
under various conditions in other parts of 
the world, and no matter what experience 
of other peoples may suggest as to the re- 
sults of certain policies, all of this becomes 
inadmissable evidence when confronted with 
this one argument in the minds of those who 
believe oriental different. 
There can be only one possible answer, an 
investigation in China itself to determine 
what the gross gains or losses would have 


conditions are 


been in the past from seasonal holding op- 
erations. 

Fortunately monthly prices have been col- 
lected by various agencies from time to time 
in various places in China, especially by the 
University of Nanking, Nankai Institute of 
Economics, United States Department of 
Agriculture Foreign Service, and certain 
other governmental and trade agencies. By 
combining these price records it eventually 
became possible to show monthly prices on 
8 principal staple crops of China for as 
many as 19 primary market centers in 8 
provinces of China. Records were available 
in some cases for as long as 30 years or 
more. 

In order to ascertain what would have 
been the result of seasonal storage opera- 
tions at these various points in past years, 
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ExuiBit 1. Gross GAINS AND LOSSES FROM HOLDING WHEAT AFTER 


HARVEST IN WUCHIN, KIANGSU, CHINA 





Holding 10 months after harvest 


Holding 11 months after harvest 

















Year of Harvest Price Gross Gain or| Gross Gain Year of Harvest Price Gross Gain or| Gross Gain 
P+ led in Cents Loss in Cents or Loss, paneled in Cents Loss in Cents of Loss, 
. Per Tou Per Tou Percent Per Tou Per Tou Percent 
¢ ¢ % ¢ ¢ % 

1923 68.0 —15.0 —22.1 1923 68 .0 —18.0 —26.5 
1918 52.0 —14.0 —26.9 1918 52.0 —16.0 —30.8 
1911 48.0 —10.0 —20.8 1911 48.0 —12. —25.0 
1905 33.0 — 3.0 — 9.1 1915 50.0 — 2.0 — 4.0 
1927 78.0 — 1.0 — 1.3 1917 53.0 — 1.0 — 1.9 
1915 50.0 1.0 2.0 1905 33.0 0 0 

1916 47.9 1.0 ye | 1894 19.0 1.0 5.8 
1901 30.0 2.0 6.7 1899 26.0 1.0 3.8 
1909 37.0 2.0 5.4 1909 37.0 1.0 2.7 
1903 29.0 3.0 10.3 1904 32.0 2.0 6.3 
1917 53.0 4.0 e.3 1903 29.0 4.0 3.8 
1930 66.0 4.0 6.1 1912 33.0 6.0 18.2 
1899 26.0 6.0 43.1 1916 47.0 6.0 La.8 
1912 33.0 9.0 nica 1924 53.0 6.0 11.3 
1913 31.0 9.0 29.0 1921 55.0 8.0 14.5 
1932 49.0 11.0 22.4 1906 31.0 9.0 29.0 
1921 55.0 12.0 21.8 1913 31.0 9.0 29.0 
1924 53.0 12.0 22.6 1926 70.0 10.0 3.2 
1906 31.0 13.0 41.9 1914 38.0 11.0 28.9 
1910 40.0 15.0 bs i 1919 35.0 11.0 31.4 
1914 38.0 17.0 44.7 1922 51.0 11.0 21.6 
1919 35.0 17.0 48.6 1932 49.0 11.0 22.4 
1920 39.0 20.0 Si.2 1920 39.0 15.0 38.5 
1922 $1.0 20.0 39.2 1910 40.0 16.0 40.0 
Avg. 5.6 15.4 Avg. +7 10.6 





























the price at harvest was subtracted succes- 
sively at each locality for each year and 
commodity from the corresponding prices 
for each month up to the next harvest. In 
this way the gross gains or losses from hold- 
ing were obtained for each year and each 
locality for holding operations from one 
month to eleven months. 

In order to give the benefit of the doubt 
to proponents of seasonal storage in cases 
where harvest lasts over more than one 
month, the harvest month during which 
prices on the average were lowest was used 
as the harvest month for each producing 
area, The gains and losses for each period 
of holding at each point were then set up 
in tables like Exhibit 1 in which the years 
were arranged from greatest gross loss up 


to greatest gross gain. In this table for 
Wuchin, Kiangsu, which is illustrative for 
other periods of holding, other localities and 
other commodities, the first two columns on 
the left indicate the monthly average price 
for the year of harvest shown, the third 
column shows the gross gain or loss in cents 
per tou, and the last column the gross gain 
or loss in percentage of the harvest price.’ 


*A tou of wheat varies in different provinces 
from 9.3 local catties to 208.3 local catties with a 
most common figure of 12 local catties—a range 
in English pounds of .209 to 4.524 and a mode of 
.271 pounds. The farmer is usually paid in copper 
currency which varies from place to place and 
time to time in its relation to the silver currency 
in which general wholesale prices are usually ex- 
pressed. The prices shown are those paid to farm- 
ers converted into silver at the rates current at 
each time and place. These variations in the unit 
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The average gross gain or loss for each 
market center and period of storage have 
been summarized in a table like Exhibit 2 
in which the left hand column indicates the 
storage period, the next two columns the 
loss or gain in cents per tou, and the right 
hand two columns the loss or gain in per- 
centage of harvest price. Since storage ex- 
penses, losses, and interest increase with the 
number of months held, the gross gains or 
losses per unit of weight and percentage of 
harvest price have been divided by the num- 
ber of months held in the third and fifth 
columns to show the gross gain or loss per 
month held. 

The average and the maximum gains and 
losses have been summarized by localities 
and periods of storage in a table like Ex- 
hibit 3 for each commodity. Finally, all 
market points have been summarized to give 
national average gains and losses by periods 
of storage in a table for each commodity 
like Exhibit 4 which shows maximum and 
werage losses and gains for different pe- 
riods of holding. Averages include gains and 
losses for the entire period held and for 
each month held. Gains and losses are shown 
in both physical units and percentages of 
the previous harvest price. In section A of 
this table all points are averaged with equal 
weight; in section B, the localities have 
been weighted in proportion to the number 
of years recorded, since records are avail- 
able for a great many more years at some 
points than at others. 

As would naturally be expected, the rise 
in prices after harvest becomes steadily 
more uniform as more and more points are 
ncluded in the average and more and more 
years taken into consideration. For China 
as a whole, prices generally rise fairly uni- 
iormly up to 8 or 9 months after harvest; 





f money and weight do not affect appreciably the 
telative gain or loss from seasonal storage at a 
given point; but prices are not easily compared 
with America because neither the money nor the 
weight has been standardized during the period 
covered. 


ExHIBIT 2.—AVERAGE Gross GAINS OR LOSSES 
FROM HOLDING WHEAT AFTER HARVEST IN WUCHIN, 
KIANGSU, CHINA 








Cents per Percent of 
‘ tou Harvest Price 
Number 

months Average | Average | Average | Average 
held for period | per month | for period | per month 

held held held held 

¢ ¢ % % 

1 —1.9 —1.9 —4.0 —4.0 

2 —1.3 —0.7 —3.0 —1.5 

3 —0.1 —0.0 —0.2 —Q.1 

4 1.9 0.5 4.7 fia 

5 2.9 0.5 6.9 1.4 

6 3.4 0.6 9.2 Lo 

7 3.8 0.5 10.5 1.5 

8 4.0 0.5 10.0 1.3 

9 5.0 0.6 3.5 2 

10 5.6 0.6 15.4 1.5 

11 i 0.3 10.6 1.0 

Av 0.1 0.5 

















but this is followed by a decline as the new 
harvest approaches. The largest gain per 
month held generally occurs when wheat 
is held from 4 to 7 months after harvest. 
Bankers who have operated rural ware- 
houses in China say that it costs on the av- 
erage about 1% per cent of the value of a 
commodity to cover the operating, interest, 
and storage costs.? These men have usually 
been much surprised to learn that the av- 
erage gain on wheat per month held aver- 
ages only 1.5 per cent per month as shown 
in Exhibit 4. Averages computed similarly 
for rice are 1.25 per cent per month held, 
glutinous rice 1.07 per cent, hull-less bar- 
ley 1.73 per cent, broad beans 1.56 per cent, 
yellow soybeans 1.0 per cent, cotton .58 per 
cent, and eggs 4.0 per cent. It is evident that 
nonperishables do not increase in price sea- 
sonally more than the average operating cost 
involved in storing. Perishables like eggs 
increase at a faster rate, but there are com- 
pensating losses and costs involved. 
Though averages indicate that an exten- 
sive governmental or cooperative warehous- 


? Without provision for amortization of prin- 
cipal invested in buildings or other facilities. 








146 





THE JOURNAL OF MARKETING 


ExHIBIt 3. SUMMARY OF Gross GAINS OR LossES FROM HOLDING WHEAT AFTER 
HARVEST IN VARIOUS LOCALITIES IN CHINA 




















Holding one month after" harvest 
Secteen nad Number Cents per tou Percent of harvest price 
Hsiens of years . . . . 
recorded | Maxi- | Maxi- | Average | Average| Maxi- | Maxi- | Average | Average 
mum mum \for period|per month| mum mum | for period\per month 
loss gains held held loss gains held held 
Anhwei ¢ ¢ ¢ % % % % 
Fengyang...... 25 —18.3 12.6 0.8 0.80 | —19.2 21.4 2.0 2.00 
BAL. ws secs 16 —13.3 16.4 —1.1 —1.10 | —22.6 S12 —2.0 —2.00 
Chekiang 
Cee 25 — 2.8 2.8 —0.3 —0.30 | — 4.8 3.8 —0.8 —0.80 
Honan 
Saree 10 —17.8 16.0 4.8 4.80 | —10.5 10.3 4.3 4.30 
Lingchang..... : —66.0 15.0 —7.4 —7.40 | —42.6 13.6 —3.4 —3.40 
Tsiyuan....... 25 — 1.7 4.6 0.9 0.90 | — 1.5 8.4 1.2 1.20 
Yencheng...... 10 —151.1 20.1 |—12.2 |—12.20 | —57.4 Baie —4.2 —4.20 
Hopeh 
Chengting..... 25 — 3.9 12.7 2.9 2.90 | — 4.3 20.0 3.3 3.30 
Kiangsu 
Shanghai...... 13 ~ 32 15.4 4.1 4.10 | — 4.1 28.4 6.2 6.20 
WCHI. . 02... 34 —15.0 15.0 —1.9 —1.90 | —28.8 aa.3 —4.0 —4.00 
Shansi 
ee 8 —47.0 21.0 —1.8 —1.80 | —54.7 14.5 —2.4 —2.40 
ere 24 —22.4 22.4 —0.4 —0.40 | —41.2 33.1 0.7 0.70 
Pingting...... 10 —20.0 5.0 —1.7 —1.70 | —16.7 7.1 —1.3 —1.30 
Sin.. 17 —35.6 15.0 —4.3 —4.30 | —20.7 10.5 —1.9 —1.90 
, eee — 4.0 4.0 —0.2 —0.20 | — 6.7 8.0 —0.4 —0.40 
(0 ae 27 —12.0 42.0 2.4 2.40 | —21.1 46.2 4.4 4.40 
Shensi 
Weinan....... 39 —36.0 50.0 —0.2 —0.20 | —26.3 50.0 —0.4 —0.40 
Szechwan 
Chengtu...... 6 — 2.0 2.0 0.2 0.20 | — 2.2 2.3 0.2 0.20 
Fowling...... 11 —40.0 10.0 —3.4 —3.40 | —22.2 9.1 —1.5 —1.50 
Average........ —27.0 15.9 —0.99 | —0.99 | —21.5 18.5 0 
Weighted average.| 348 —0.37 | —0.37 0.21 0.21 
































ing scheme for seasonal storage of staple 
crops in China is not likely to yield the 
benefits for the agricultural population that 
have been anticipated, averages do not tell 
the story in all its seriousness. These ware- 
houses are financed almost entirely by bor- 
rowed money, and advances on stored com- 
modities are also made with borrowed mon- 
ey. Under the impression that prices always 
rise, advances of 70 per cent, 80 per cent, 
and even 100 per cent of the harvest price 
are paid at harvest. When losses take place 
of as high as 40, 50, or 60 per cent of the 
harvest price, as sometimes has taken place 


in the past according to these figures, the 
potential loss on large quantities of stored 
commodities is evident. 

In order to show agricultural leaders the 
dangers that arise from making advances of 
this character on borrowed money, charts 
similar to Exhibit 5 were prepared for each 
period of storage. This chart shows the 
gross gains or losses that would have been 
incurred by holding wheat 10 months after 
harvest for all the past years recorded at the 
market points shown. Gross gains in dollars 
per thousand tou are shown by dots above 
the zero line, and gross losses are shown 
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Exuisit 4. Gross GAINS FROM SEASONAL HOLDING OF WHEAT IN CHINA 
FROM ONE TO ELEVEN MONTHS AFTER HARVEST 
— A. Simple Average of All Localities 
—_ Gross gains or losses 
aa Number Cents per tou Percent of harvest price 
a months 
onth ” ” Av Av 7 
d held Maximum | Maximum Average Anerags Maximum | Maximum A a soorage 
; for period | per month i er for period | per month 
wd _ — held held aa _— held held 
00 ¢ ¢ ¢ ¢ % % % % 
00 1 —151.1 50.0 | —0.99 —0.99 —57.4 50.0 0 0 
2 —150.8 69.0 0.64 0.32 —57.3 69.0 2.04 1.02 
80 3 —141.7 100.0 2.45 0.82 —53.8 100.0 4.26 1.42 
4 —139.9 133.3 5.29 1.32 —53.5 155.6 8.07 2.02 
30 5 —136.3 162.0 6.45 1.29 —52.3 162.0 9.70 1.94 
- 6 —100.0 268.0 8.21 1.37 —51.2 268.0 11.77 1.96 
- 7 — 43.0 141.9 9.94 1.42 —50.0 187.8 14.13 2.02 
20 N — 39.0 160.2 10.84 1.36 —47.7 204.9 15.63 1.95 
7 9 — 89.3 156.4 10.44 1.16 —59.3 aia .2 16.17 1.80 
30 10 — 89.0 146.8 9.80 0.98 —62.8 217.1 15.97 1.60 
- 11 — 88.5 146.2 6.53 0.59 —58.8 285.4 12.38 1.13 
00 Average | —106.2 139.4 6.33 0.88 —54.9 174.3 10.01 1.53 
40 _ 
70 similarly. In 1925, for example, one who above this, opposite 214, shows the loss of 
30 : ‘ - 
00 held wheat 10 months after harvest in An- 21.4 cents per tou suffered by those who 
40 hwei would have suffered a gross loss of held 10 months after harvest in 1908. Each 
40 23.8 cents per tou ($238 per 1,000 tou) as dot shown indicates the gain or loss for the 
40 indicated by the dots opposite 238 above period of holding indicated for a specified 
Fengyang, Anhwei. The dot immediately year, the year name being available from 
20 
50 _ ie ai ‘ : , . 
B. With Localities Weighted in Proportion to Number of Years Recorded 
1 Gross gains or losses 
n umber Cents per tou Percent of harvest price 
the montns : 
red held Average for Average per Average for Average per 
period held month held period held month held 
the ¢ ¢ % % 
al 1 —0.37 —0.37 0.21 0.21 
2 0.84 0.42 2.49 1.24 
arts 3 2.34 0.78 4.08 1.36 
ach 4 4.29 1.07 7.11 1.78 
the 5 5.61 1.12 9.04 1.81 
| 6 7.49 1.25 11.50 1.92 
een 7 8.79 1.26 13.75 1.96 
ter 8 9.55 1.19 14.92 1.87 
the 9 9.31 1.03 15.68 1.43 
- 10 8.57 0.86 15.33 Loo 
ars 11 5.07 0.46 11.33 1.02 
ove 
wn Average 5.59 0.92 9.58 1.47 
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Exuipit 5. GAINS AND LOSSES FROM HOLDING WHEAT 
TEN MONTHS AFTER HARVEST 
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the complete tables to be published subse- 
quently. Each triangle shows the average 
gain or loss at a given locality for the period 
of holding stated in the chart for all years 
recorded at the locality. 

\ glance at this chart indicates the wide 
dispersion of gains and losses from seasonal 
storage of wheat. There are more gains than 
losses to those who held 10 months; and 
averages usually appear on the gains side of 
the line, as would be expected. The chart 
shown in Exhibit 5 is typical of those pre- 
pared for other commodities and for other 
months in its general distribution of dots 
and averages, except that dispersion on both 
sides of the line generally increases with 
additional months after harvest. 

The gains or losses shown in Exhibit 5 
are gross, without allowance for any of the 
costs, risks, or losses involved in storage. 
If these costs (including interest on the 
money advanced) were taken into consid- 
eration, the zero line would undoubtedly ap- 
pear much higher on the chart than it now 
does, with the result that a much larger 
number of the dots would appear on the 
loss side. 

The risks involved in advancing the cur- 
rent price at harvest to farmers (or a large 
percentage of this harvest price) and then 
holding for a rise in price are illustrated in 
this chart. So long as the loans are made 
by an agricultural bank or other govern- 
mental agency, the losses may be bearable 
even though staggering ; for a governmental 
organization is strong enough to bear up 
under these losses while its leaders learn 

*Detailed tables of harvest prices, gains, and 
losses for all of the commodities and localities 
lor which records are available together with 
summaries will be published subsequently in an 
appendix to Stevens, W. Mackenzie, “Cooperative 
Organization and Management With Special Ref- 
erence to China,” Commercial Press, Shanghai. 
“Cooperative Granaries and Cooperative Stor- 
age,” “Effective Structural Organization for Chi- 
nese Cooperatives,” and “Practical Cooperative 
Accounting” by the same author are now available 
Irom the University of Nanking, Nanking, China. 
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by experience what can be done in improv- 
ing the marketing process. Unfortunately, 
however, cooperative organizations have 
been rapidly entering this field under the 
stimulus of inexperienced leaders who have 
been promising the farmers many benefits 
from the high prices gained by storing co- 
operatively. Since these cooperatives are too 
young to have any appreciable amount of 
capital of their own, the rapidly developing 
agricultural organization in China is likely 
to be very disastrously affected the first time 
a serious price decline occurs after harvest, 
unless a reorganization takes place of the 
rural credit program based on seasonal 
storage. 

A few copies of the complete results of 
this investigation have been mimeographed 
and distributed to some of the leading ag- 
ricultural, governmental, cooperative, edu- 
cational, and banking leaders in China; and 
these figures are already beginning to affect 
the agricultural policy so as to stimulate 
more work in effective marketing and dis- 
courage speculative storage operations of 
this character. Some damage has already 
been done in that losses that have taken 
place have discouraged bankers from lend- 
ing to cooperatives. This is unfortunate be- 
cause it tends to drive loanable funds into 
government organizations that are not like- 
ly to be any better operated than coopera- 
tive ones besides bringing all the dangers 
that arise from bureaucratic as compared 
with democratic marketing organizations. 

China is very fortunate, however, in that 
she possesses a group of leaders who are 
open-minded when a case can be demon- 
strated and who are desirous of profiting 
by the experience of the western world 
whenever that can be proved to be of value. 
It is only natural perhaps that a civilization 
that has endured for over forty centuries 
should hesitate to accept without consider- 
able caution the results of the immature 
ideas and experiments of the western world. 











Notes On Further Psychological 
Research in Radio 


JOHN J. KAROL 
Columbia Broadcasting System Inc. 


HE phenomenal rise of radio as a means 

of reaching and influencing consumers 
has been paralleled by an almost equal in- 
crease in market research in the same field. 
Today the youngest medium has probably 
undergone more measurement than any 
other method of human motivation. The 
search and desire for a more intelligent use 
of radio has made these surveys and analy- 
ses imperative, for radio is unique in many 
respects. That these research activities have 
not been confined strictly to the problem 
of markets is evidenced by the experimen- 
tation to which radio has been subjected in 
the psychological laboratories. 

One of the problems fundamental to a 
better understanding of radio involves the 
relative effectiveness of material presented 
visually versus auditorially. This problem 
has been dealt with prior to the widespread 
use of radio although the recent work in 
the field has been accelerated and facilitated 
to a large extent by radio. Much of the 
sarly work was helpful in planning present 
day research. The “eye versus ear” prob- 
lem has many variables and as many ap- 
proaches from the angle of exploratory 
techniques. 

One by one these variables are being 
tracked down. Just as research methods have 
improved in the biological sciences so our 
techniques for studying human behavior 
have progressed. While some of the early re- 
searches on this problem lacked careful con- 
trol and involved very small groups of sub- 
jects confined in many cases to children, they 
did point the way. 

Today the superiority of auditory presen- 
tation for certain materials has been demon- 


strated by experimentation involving the use 
of rigorous controls and refined statistical 
methods on various age groups both in and 
out of the laboratory. The agreement main- 
tained from one experiment to the other 
on this many sided problem is an index to 
the reliability of the findings. 

The experimental work of DeWick’ at 
the University of North Carolina, Cantril, 
Allport? and Carver® at Harvard, Stanton‘ 
at Ohio State and Elliott® at Columbia Uni- 
versity provides evidence of significance to 
the advertiser and marketing expert. 

The findings of these investigators work- 
ing independently clearly establish the su- 
periority of the auditory mode of presenting 
advertising copy as measured in terms of 
immediate and delayed recall and recogni- 
tion. Furthermore, it has been demonstrated 
in the Harvard Laboratories that certain 
material presented auditorially not only is 
more interesting and comprehensible but 


*DeWick, Henry N., “The Relative Recall Ef- 
fectiveness of Visual and Auditory Presentation 
of Advertising Material,” Journal of Applied 
Psychology, XIX, 3 (June, 1935), pp. 245-264. 

*Cantril, H. and Allport, G. W., “The Psy- 
chology of Radio.” New York: Harper & Broth- 
ers, 1935, 276 pp. 

*Carver, Merton E. “The Comparison of the 
Mental Effects of Visual and Auditory Presenta- 
tion,” 1934, 345 pp. Ph.D. Thesis on file in the 
Harvard College Library. 

*Stanton, Frank N. “Memory for Advertising 
Copy Presented Visually vs. Orally,” Journal o! 
Applied Psychology, XVIII, 1 (February 1934), 
pp. 45-64. 

* Elliott, Frank R. “Memory for Visual, Audi- 
tory and Visual-Auditory Advertisements,” Ar- 
chives of Psychology, 1936. 

Eliott, Frank R. “Eye Versus Ear in Adver- 
tising,” Sales Management, February 15, 1935, pp. 
196, 198, 224. 
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carries a greater power of suggestion—an 
important advantage for advertisers. 

But the “eye versus ear” is only one of 
the psychological problems and many as- 
pects of it deserve careful investigation be- 
fore we can make broad generalizations. 
Much valuable work remains to be under- 
taken within the realm of the spoken word. 
Continued work on the relative effective- 
ness of visual and oral presentations from 
new approaches will bring us closer to a 
complete understanding of the psychological 
factors involved. New attacks might very 
profitably employ different means of gaug- 
ing the effectiveness. Up to the present, it 
has been generally measured in terms of 
memory such as pure recall, aided recall 
and recognition of the material presented. 

True, the advertiser is interested in hav- 
ing the listener remember the program, more 
specifically the commercial announcement, 
yet memory alone is not sufficient. It is 
doubtful if sales, the ultimate goal, are ever 
made on the basis of memory per se for in 
many cases an attitude toward the commod- 
ity or brand must either be created or 
changed as a step in the selling process. 
The measurement of attitude changes would 
provide another set of findings with which 
to evaluate the influence of auditory stimu- 
lation. 

Further work then, might involve the 
quantification of such changes in behavior 
after controlled exposure to various media. 
The method of measuring attitudes em- 
ployed by L. L. Thurstone® and his students 
at the University of Chicago lends itself 
very well to this problem. Briefly, the tech- 
nique is to secure an individual’s “yes” and 
“no” reactions to a series of selected state- 
ments on some particular topic and then 
evaluate his responses in terms of the items 
with which he agrees. In our problem, for 

*Thurstone, L. L. and Chave, E. J. “Measure- 
ment of Attitudes: A Psychological Method and 
Some Experiments with a Scale for Measuring 


Attitudes Toward the Church,” University of Chi- 
cago Press, 1930. 
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example, one might measure the attitudes 
of groups of individuals on some topic of 
universal interest by this method. 

The subjects could be classified on a quan- 
titative basis and then presented with visual 
and auditory material in deliberate attempts 
to shift their attitudes to the opposite direc- 
tion. The effectiveness of the two modes 
in such experimentation would be quantified 
by retesting and determining the shifts in 
attitude. 

Questions regarding the existence of so- 
called “eye-minded” and “ear-minded” per- 
sons have been raised for a long time. Per- 
haps a point of departure for such research 
is provided by a well known writer and 
commentator who prepares two accounts of 
the same story, one to be read and the other 
to be heard. Whether correctly or not, he 
believes that an article intended for the eye 
is completely different in make-up from an 
article intended for the ear. Now if, on the 
basis of established test forms, groups of in- 
tellectually equal people could be exposed to 
visual and aural presentations the efficacy 
of each would be established. Once this dif- 
ference is substantiated experimentally the 
next step would involve a wide testing pro- 
gram to discover individuals who perform 
better by one mode than the other. From this 
point it would be possible to establish norms 
for the “eye and ear” tests and the supple- 
mentary data on age, sex, intelligence and 
the like would provide the basis for very 
interesting and helpful breakdowns. 

It would be interesting in this connection 
if data on the amount of time each person 
spent daily in communicative activity such 
as writing, reading, talking and listening 
could be secured and correlated with their 
scores on the “eye and ear” tests. 

If it were possible to classify the subjects 
for the above experimentation on the basis 
of the amount of time they devoted to read- 
ing and listening, some evidence might be 
produced to show shifts in the dominant 
mode of stimulation. By approaching the 
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problem genetically, additional data could 
be assembled on the susceptibility by age 
levels to the two forms of impression. 

It is not necessary, however, that future 
work be confined wholly to the problems of 
the “eye and ear.”” While work has already 
been done on the rate of speech, voice per- 
sonality and listeners’ preferences much re- 
mains to be undertaken within the field of 
effective auditory presentation. 

In the field of visual presentation—space 
advertising—we have long been aware of 
the importance of the “feeling tone” or 
pleasantness and unpleasantness of the copy 
and its surroundings. A similar opportunity 
exists in radio for experimentation which 
will guide the program director in doing the 
most effective job of treating and placing 
the commercial announcement. Perhaps we 
will learn that placing an announcement at 
an exciting place in a story to insure atten- 
tion is more than offset by the negative at- 
titude set up by the break in suspense. Such 
experimental work—invaluable to the ad- 
vertiser—might provide an intelligent ap- 
proach to the problem of correctly placing 
“commercials” in a program and of knowing 
where they will be most effective. 

In connection with the question of “feel- 
ing tone” there follows a logical inquiry on 
the relation of program type to sponsor. 
While it is undoubtedly true that an associa- 
tion can be built up for a product and pro- 
gram widely dissociated, it is also true that 
every advertiser is eager to motivate the 
listener by capitalizing upon approaches al- 
ready established. 

Another side to the question on “feeling 
tone” concerns the placement of the pro- 
gram from the standpoint of day and hour. 
There probably are periods better suited to 
certain types of programs than others. The 
correct placement increases acceptance of 
the program and its message. 

Considerable experimentation must be 
undertaken before we will be able to fully 
interpret the findings of the automatic re- 
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cording devices which have been designed 
to measure radio operation in the home, We 
all recognize that radio set use is one thing 
and listening another. The question to be 
answered before interpretations of set use 
can be made intelligently is how to “dis- 
count” it in terms of co-listening activity. 
For example, should two hours of daytime 
operation be considered equal to two hours 
of evening use of the radio? Obviously there 
are more listeners per radio available at cer- 
tain periods but does it follow that more 
listening takes place? 

A corollary of this problem concerns the 
effectiveness of auditory presentation during 
some other type of activity such as bridge, 
reading, housework, conversation and the 
like. Further, it would be interesting to 
know how effective auditory stimulation is 
from a memory standpoint in cases where 
the “listener” is unaware of the radio pro- 
gram. 

Another psychological problem on which 
little work has been done revolves around 
the matter of changes in talent. It has al- 
ready been suggested that certain talent- 
sponsor affiliations are more “natural’’ than 
others. In almost all cases, however, the larg- 
er programs attempt to build associations be- 
tween product and program. The effect of 
such conditioning is important when talent 
changes are made. It would be well to de- 
termine the association “lag” in an experi- 
mental fashion. There have been examples 
of listeners reporting programs heard in 
terms of former sponsors. The practicable 
solution to this problem once its existence 
were established might be to avoid quick 
changes by having transition periods or call 
attention to the new sponsorship through 
clever merchandising. 

Certainly a fertile field for experimental 
work lies in the selection of commercial an- 
nouncements. Here the “behavior” method 
of measuring effectiveness could be used 
Similar markets with identical spot-pro- 
grams could be selected and varying com- 
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mercials used to get listeners to write for 
free offers. Such a program of research 
would require additional study to determine 
the most effective method for various types 
of programs designed to reach special eco- 
nomic groups. 

Another interesting topic for further re- 
search, and one for which many requests 
are received, is listeners’ preferences. The 
difficulty with most surveys designed to ob- 
tain data on likes and dislikes is that people 
are influenced too much by what they should 
prefer rather than what they actually like 
and listen to regularly. An attack on this 
problem from another approach, namely, 
“what the listener does not like” may be 
more revealing. This suggestion arises out 
of the idea that people are usually quick 
to point out what they dislike and in so do- 
ing may give a more truthful response. In- 
formation on dislikes of listeners by various 
economic, sex and age groups would be of 
great value in designing specific programs. 
In this connection the use of a radio “an- 
noyance scale” might be helpful. 

Hulsey Cason’ has designed a scale of 

"Cason, Hulsey. “Common Annoyances: A 
Psychological Study of Everyday Aversions and 


Irritations” Psychological Monographs, 1930, Vol. 
40, No. 2. 


common annoyances which might serve as a 
guide in building up a similar device for 
radio. It is composed of a list of statements 
concerning a wide variety of common an- 
noyances such as, “To hear a grown person 
talking baby-talk, etc.” The individual taking 
the test rates each item in terms of his own 
reaction by marking “extremely annoying” 
items with a “3,” “very annoying’—2, 
“slightly annoying”—1, ‘not annoying’—O, 
and all situations with which the respondent 
is not familiar are marked with an “X.” 

Obviously the foregoing suggestions are 
but some of the immediate possibilities for 
future psychological research in the field of 
radio; the answers to which would be of 
benefit to individuals interested in radio 
from a marketing and advertising position. 
In several of the proposals, work already 
published on related topics should serve to 
guide in the experimentation and provide 
some indication of the limits of present day 
tcehnique. The list could be made much 
longer especially if we were to mention 
questions from the field of education. While 
the complete answers to the problems raised 
would be of much help, again it must be 
pointed out that we have only begun in this 
field of experimentation ! 











Legislative Trends of Interest to 
Students of Marketing 


HE coming year promises many new 
legislative developments of interest to 
students of Marketing. The regular short 
session of Congress will convene the first 
week in January and continue until March 
4. There are 44 states in which there will 
be regular legislative sessions and there will 
no doubt be additional special sessions. Pro- 
posals affecting the distribution of goods 
may appear in any or all of these sessions. 
Congress will almost certainly have to 
modify the confusing and impossible condi- 
tions in the hodge podge enacted at the last 
session and bearing the names of Senator 
Robinson and Representative Patman and 
which Dr. Engle has tried so hard to make 
clear in the opening article of this issue. No 
legislation in a generation has aroused so 
much question, discussion, differences of 
opinion and confusion as has this act. It will 
take radical amendments to clarify its mean- 
ings and, if the public interest were by any 
chance to be consulted, it would be repealed. 
Senator Tydings’ Price Maintenance Bill 
is likely to be introduced again and may 
stand a chance of passage. It was passed by 
the Senate last spring, but was apparently 
crowded off the stage by the Robinson-Pat- 
man Bill. Efforts have been made in every 
Congress since 1914 to secure legal approval 
of direct means of price maintenance, but so 
far without success. The proponents of this 
method of market regulation never give up. 
It is not unlikely that efforts will again be 
made at the coming session of Congress to 
define and to extend the powers as well ‘as 
to increase the appropriation of the Federal 
Trade Commission, particularly if the Rob- 
inson-Patman Act is to stand substantially 
as at present and if it is to be enforced. 
During the past two years there has been 
an enormous increase in attempts to renew 
the so-called Fair Trade Practice Provisions 


set up in the Codes under the N.R.A. in the 
form of Trade Practice Conference Rules 
under the authority of the Federal Trade 
Commission. Several compacts have recently 
been made by industries with the approval 
of the Federal Trade Commission. In the 
Trade Practice Conference Rules hitherto 
adopted the student of marketing might find 
suggestions of the method through which in- 
dustries hoped to enforce market control 
under what was known as “Group II Rules.” 
Under the Federal Trade Commission pro- 
cedure these rules never had the force of 
law. They were merely expressions more or 
less of the wishes of industry. In a recent 
compact made by an important industry, un- 
der the Federal Trade Commission’s authori- 
ty, several of the usual Group II Rules were 
bodily moved over into the Group I classi- 
fication. This change, so it has been ex- 
plained, was made possible by the Robinson- 
Patman law. If this trend towards market 
control under the auspices of the Federal 
Trade Commission continues, we are likely 
to see some weird provisions take form under 
these Trade Practice Conference Rules. 

The Trade Practice Conference Rules 
naturally do not include labor provisions as 
did the N.R.A. Codes. Recently, however, a 
proposal has been made by Major George L. 
3erry, Industrial Coordinator and legatee 
of the residue of the N.R.A. after the “sick 
chicken case,” that labor be invited to assist 
in forming these Trade Practice Conference 
Rules. The proposal has received consider- 
able attention and may gain ground. 

The efforts to pass a modernized Pure 
Food and Drug Act at the last session of 
Congress failed, but are likely to come up 
again at the next session. The influence and 
effects of such legislation are likely to be ex- 
tremely far reaching in marketing methods 
of all goods affected. It is understood that 
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work has been going on through the summer 
recess on revisions of bills which are to be 
introduced at the coming session. 

The proposals for standardization and 
grading of consumer goods by no means 
ceased when the N.R.A. passed out. Studies 
have continued in Washington in the hope 
of working out plans that may be put into 
effect. A large committee representing many 
consumer organizations has recently been 
formed under the auspices of the American 
Standards Association with an object of co- 
ordinating the efforts of the various groups 
and individuals interested in developing con- 
sumer standards and grades. Proposals for 
legislation may follow. 

Representative Wright Patman has an- 
nounced to the waiting world that he will in- 
troduce another bill at the coming session of 
Congress which will forbid any manufac- 
turer or any affiliate of such manufacturer, 
insofar as interstate trade is concerned, to 
sell at retail. Representative Patman’s friend- 
liness and attempts to legislate special privi- 
leges for the wholesaler-independent retailer 
system of distribution are becoming matters 
of notorious interest. With one of the best 
organized pressure groups back of him that 
this country has ever seen, it is not impos- 
sible that this curious economic atavism of 
l7th Century Mercantilism may gain con- 
siderable attention. Most anything can hap- 
pen. If his predilection for outmoded theories 
continues it would not be surprising if he 
were some day to propose a special tax or 
penalty on all those who believe in the ro- 
tundity of the earth. 

The state legislatures will again struggle 
with the problem of retail sales taxes. States 
that have them will probably want to get rid 
of them: and states that do not have them 
will probably introduce them. 

The time may not be very far off when the 
public will be fed up on tricky discrimina- 
tory taxing proposals intended to benefit cer- 
tain groups rather than the public interest. 
It is certain, however, that some of the gro- 
cery and drug jobbers together with their 


oa 


controlled associations in the retail field will 
continue in their gunning efforts to put the 
chains out of business. 

Price maintenance legislation has appeared 
to date in 12 different states. Court tests 
on such legislation are under way, but the 
movement for more state laws on this 
subject may continue to spread during the 
coming year. The so-called Unfair Trade 
Practice laws, prohibiting sales below costs, 
are also likely to appear in many new states. 

The trends in practically all of these legis- 
lative efforts are apparently in the direction 
of standardization, if not regimentation, of 
the methods of doing business. If they suc- 
ceed they will raise dealers’ margins and 
so increase the costs of goods to consumers. 
This will, in turn, tend to reduce the pur- 
chasing power of consumers. It will restrict 
their purchases for such goods as are not 
absolute necessities and so cut production 
and increase unemployment. The control of 
retail markets, in even a slight degree will 
stimulate consumer interest in the possibili- 
ties of new systems of distribution. The cur- 
rent interest in consumers’ cooperatives may 
be a beginning of a very active development 
during the next few years. If so it will be 
largely, if not solely, as a movement to coun- 
teract the present tendencies towards regi- 
mentation and monopolistic practices. The 
wholesaler-independent system of distribu- 
tion in this country may discover what the 
wholesaler-independents of England, Swe- 
den and Finland have long ago discovered, 
namely, that consumers’ cooperatives have 
the possibilities of making competition much 
more troublesome than chain stores, depart- 
ment stores and mail order houses under our 
present system of distribution. All that con- 
sumers’ cooperatives need to give them a real 
motive for rapid expansion is a 4% or 5% 
artificial increase in prices to consumers such 
as may result from a combination of the ef- 
fects of the Robinson-Patman Act, price 
maintenance, discriminatory anti-chain laws 
and unfair trade practice acts intended to 
fix the minimum prices of goods. 
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Members of the Associations are requested to supply the Chairman with summaries of 
all marketing research projects that are under way, or that have been completed recently, 


so that these can be included in the next issue of the JouRNAL. Brief abstracts of doctoral 
dissertations based on marketing research should be sent in also. 


A. RESEARCH IN UNIVERSITIES 
Brigham Young University 


Two research studies were recently com- 
pleted by Professor A. Rex Johnson. The pur- 
pose of the first, “The Marketing of Utah 
Wool,—Its History and Problems,’ was to 
determine the chief marketing problems in- 
volved in the utilization of the public domain 
for wool production and to appraise the eco- 
nomic position of the wool growing industry 
in the state. The object of the second investiga- 
tion, “Utah Department Store Newspaper Ad- 
vertising, 1928-1935,” was to ascertain signifi- 
cant differences in the advertising of individual 
stores in the pre-depression and in the depres- 
sion periods. Five department stores were in- 
cluded in the survey. Data were secured in 
personal interviews with store executives and 
a detailed analysis was made of each store’s 
advertising in order to determine the effect of 
the depression on the copy approach and the 
selling appeals used. A comparison was made 
of the lineage space utilized by each store in 
each of the years covered by the study. 


University of California 

A comprehensive study of “The Economics 
of Poultry Meat Marketing in California” is 
in process under the direction of Dr. J. M. 
Tinley of The Giannini Foundation of Agri- 
cultural Economics. The investigation was 
undertaken at the request of organized poultry 
producers who desired to secure reliable infor- 
mation on the factors affecting poultry meat 
prices in California and the reasons for the 
spread between retail and farm prices. The 
study is divided into four parts. The first part 
deals with supply factors and data are now be- 
ing gathered on the sources of supply for the 
two principal California markets (San Fran- 
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cisco and Los Angeles), the trend in the supply 
of different types of poultry, seasonal fluctua- 
tion in supply, the storage of poultry, and 
the grading of poultry on the farm and in 
the wholesale markets. The second part of 
the investigation is concerned with methods 
of handling and shipping poultry and the dif- 
ferent trade channels employed in marketing 
it. The third part deals with the consump- 
tion of poultry meat. In this, a detailed study 
will be made of the factors affecting con- 
sumption, such as the buying power of consum- 
ers in different areas, the competition offered by 
other meats and fish, prejudices against poultry 
that has been in cold storage, methods of selling 
and advertising, and consuming habits. A study 
will be made of the effect of racial characteris- 
tics and religious observances on the kind and 
amount of poultry meat used. In the fourth part 
an analysis will be made of poultry prices over 
several years. This will include a study of 
farm prices, wholesale prices, and retail prices 
and the relation of all three prices to supply 
and demand. Spreads between farm, wholesale, 
and retail prices will be investigated in an 
effort to determine whether or not the differ- 
ences in prices are justifiable. The study can 
be used to advantage in marketing courses. It 
will be available in printed form when it 1s 
completed. 

Professor H. E. Erdman is in charge of 4 
study which will be continued for several 
years. It deals with “The Marketing of Live- 
stock and Livestock Products in California.” 
Among the subjects to be investigated are the 
following: machinery developed for the mar- 
keting of California livestock, the costs and 
charges involved in the several stages of the 
marketing process, the character of competi- 
tion at country points and in the stock yards 
at San Francisco, Los Angeles, and Stockton, 
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the spread between prices received by farmers 
and wholesale and retail prices, the influence of 
trucking on marketing methods employed, and 
the nature and causes of price fluctuations in 
the different California markets. Preliminary 
reports on this study will be released from time 
to time in mimeographed form and the com- 
pleted study will be published as an Experi- 
ment Station bulletin. 


University of Chattanooga 


Professor Clyde W. Phelps has completed 
a study which was begun in the fall of 1934. 
Its purpose was to analyze the effects of slow 
charge accounts and to determine desirable 
credit and collection procedure for their con- 
trol. Data were gathered in personal inter- 
views with executives in representative stores 
and through correspondence with leading credit 
managers and the authors of textbooks on 
credits and collections. Forty-five replies were 
received to a detailed questionnaire. Secondary 
sources Of material were publications of the 
Department of Commerce, the Retail Credit 
Association, and other associations interested 
in the charge account problem. Professor 
Phelps concludes that the policy followed by 
some stores in permitting slow payment has 
not greatly increased the volume of sales. The 
presence in a store of a large number of slow 
accounts and a large volume of sales often 
has been interpreted as a cause and effect 
relationship. This assumption is not justified. 
Stores which have adopted a policy of suspend- 
ing charge privileges until the slow accounts 
were paid, report a negligible loss of cus- 
tomers. Slow accounts not only increase bad 
debt losses and bookkeeping and collection 
costs but frequently they prevent the retailer 
from taking advantage of his cash discounts. 
They reduce capital turnover and often neces- 
sitate borrowing while making borrowing diffi- 
cult because of the weakened financial position 
of the store. Finally, they tend to increase 
unprofitable competition among retailers and 
may contribute to higher prices or poorer 
quality or service. For many years most stores 
have had a definite credit policy. Of equal 
importance is a definite collection policy, char- 
acterized by the suspension of charge privi- 
leges until delinquent accounts have been paid. 
This study has been published by the 


Household Finance Corporation of Chicago 
and free copies are available. It can be used 
to advantage in courses in Credits and Collec- 
tions. 
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Connecticut State College 

A study of “Marketing Fruits and Vege- 
tables in Connecticut with Special Reference 
to the Hartford, Waterbury, and Bridgeport 
Markets,” made under the direction of Dr. 
George B. Clarke, was completed in June. The 
purpose of the study was to ascertain the buy- 
ing methods used by retail stores and the sell- 
ing methods of farmers and to delineate the 
market areas of the three cities. Personal inter- 
views were made with 798 retailers and 654 
farmers by WPA workers. The study will be 
published, and copies can be secured free from 
the Experiment Station, Storrs, Connecticut. 
It can be used to advantage in marketing 
courses. 


University of Denver 

“The Mortality of Retail Stores in Colorado, 
1926-1935,” is the title of a study published in 
June by the Bureau of Business and Social 
Research. It presents information concerning 
the life expectancy of stores in ten retail trades 
and enumerates the causes of business mor- 
tality. Approximately 60 per cent of the 3,587 
retailers studied (all of whom were active in 
1926) were no longer in business in 1936. The 
rate of failure was relatively high in the first 
three years. Hardware, drug, and furniture 
stores were found to have a longer life expect- 
ancy than stores of other types. This study can 
be used to advantage in courses in marketing 
and retailing. 


University of Florida 

Two marketing research projects are in 
process in the Department of Agricultural 
Economics. Both are under the supervision of 
Professor C. V. Noble. The first, a continuing 
study of farmers’ cooperative associations in 
Florida, was started in 1931. Conclusions re- 
garding different phases of this study have 
been published in monograph form by the 
Florida Experiment Station, Gainesville, 
Florida, and these reports can be secured with- 
out charge. Bulletin number 245 covers the 
“Status and Legal Phases” of Florida coopera- 
tives. Bulletin number 263 deals with the “Or- 
ganization and Management” of cooperative 
associations. In Bulletin number 276, published 
in 1935, a detailed business analysis was made 
of the Hastings Potato Growers’ Association. 
This analysis covers the history of the associa- 
tion, its plan of organization, its marketing 
operations, its activities incident to the coop- 
erative purchasing of supplies, the methods by 
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which growers are financed, and the results of 
its twelve years of operation as shown by the 
annual profit and loss statements. The by-laws 
of the Association and the membership con- 
tract signed by growers are given in the appen- 
dix. Bulletins covering other phases of this 
study will be issued from time to time. These 
can be used to advantage in courses in which 
attention is given to cooperative marketing. 

The second investigation is concerned with 
“Florida Citrus Prices.” It was started in 1933 
and the first part of the study will be available 
in printed form this fall. Its purpose is to pre- 
sent a three-year summary of the average 
monthly auction prices received for different 
varieties and grades of Florida citrus fruits, 
and the average costs of marketing at auction 
together with the net amount which the ship- 
ping agency received from auction and non- 
auction sales. The Farm Credit Administration 
is cooperating in this study. Data have been 
obtained from the files of two large marketing 
organizations and from 11,000 individual car 
shipment manifests. The costs of marketing by 
auction sales will be shown in detail by months 
of sale and by markets. The second phase of 
the study, which will be started later in the 
year, will deal with the comparative costs of 
the different methods of fruit preservation in 
the packing house and in transit. 

“A Study of the Costs of Handling Citrus 
Fruits from the Tree to the Car in Florida” 
was completed in 1934 and printed copies can 
be obtained free from the Agricultural Experi- 
ment Station. The section on the factors affect- 
ing the cost of handling citrus fruits is of 
particular interest to students of marketing. 


University of Illinois 

Professor R. W. Bartlett has completed his 
investigation of the “Transportation of Milk 
in the St. Louis Milk Shed” and his findings will 
be published in bulletin form by the Agricultural 
Experiment Station this fall. The purpose of 
the study was to survey the methods now in 
use for transporting milk from farms to coun- 
try and city plants and to suggest methods of 
bringing about a more efficient transportation 
system. Data were obtained from the office of 
the St. Louis Milk Market Administrator, 
through interviews with truckers, and from the 
Milk Producers Association of Dayton, Ohio. 
(This association completed a re-routing pro- 
gram in 1931.) Professor Bartlett found that 
about four-fifths of the hauling cost in 1933-34 
was borne by farmers and one-fifth by dis- 
tributors. Recommended changes include: (1) 
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reducing the distance that milk is hauled by 
eliminating duplication and overlapping of 
routes; (2) increasing the volume per load 
with present seasonal production; (3) increas- 
ing the volume per load by reducing the range 
in seasonal production; and (4) keeping in the 
coun. y direct-shipped milk now used in manu- 
factured products. It is estimated that a saving 
to farmers of $250,000 annually would result 
from a 25 per cent reduction in hauling costs 
in the St. Louis milkshed and such a reduction 
is possible if routes are rearranged on an eco- 
nomical basis. This study can be used to advan- 
tage in a discussion of methods of reducing 
transportation costs in marketing. 


Iowa State College 

Two studies were recently completed in the 
Department of Agricultural Economics and 
both will be available in printed form at the 
Iowa Agricultural Experiment Station (Ames, 
lowa) in September. The first, “Organization 
and Membership Problems of Farmers’ Coop- 
erative Creameries,’ was made by Frank 
Robotka. Its purpose was to ascertain the form 
of cooperative organization that is most con- 
ducive to maximizing the net returns to pro- 
ducers, and to determine a rational basis of 
competition among local cooperative cream- 
eries. Data were secured in personal interviews 
with the managers of 130 creameries. Among 
the conclusions reached are: (1) many coop- 
erative creameries are using forms of organi- 
zation that are out of date and that are not 
well adapted to carrying out cooperative pur- 
poses; (2) stock creameries meet cooperative 
requirements less fully than non-stock cream- 
eries; (3) the “revolving fund” plan of financ- 
ing is better adapted to cooperatives than the 
stock method of financing; and (4) cooperative 
creameries depend too much on paying a price 
higher than that paid by competitors for butter 
fat in an effort to build up their volume with 
the result that the competitive practices used 
tend to perpetuate wastes characteristic of 
profit motivated organizations (such as dupli- 
cation of cream routes, overlapping of trade 
areas, and creameries too small to serve the 
interests of members). The second study, 
“Financial Management of Farmers’ Creamer- 
ies as Affected by Volume and Prices,” was 
made by Paul E. Quintus. It was undertaken 
primarily to assist managers of creameries in 
interpreting their accounting data and to point 
out the effect of volume and changing pric¢ 
levels on costs. 


Two studies are in 


process. The first, 
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“Factors Affecting the Quality and Marketing 
of lowa Cantaloupes,” was started in 1932 and 
will be completed in 1937. Professor A. T. 
Erwin is in charge of the investigation. Per- 
sonal interviews have been made with about 
100 growers, and with several wholesale fruit 
merchants. The second study, which will be 
finished in 1937 also, is entitled “Corn Loans 
Related to Corn Crop Adjustment.” Professor 
Geoffrey Shepherd is in charge of the study. 
Its purpose is to provide a statistical basis for 
the corn loan policy and it will contain con- 
siderable marketing and price data. Both of 
the above studies will be available from the 
Agricultural Experiment Station when they 
are completed. 


Louisiana State University 

An historical survey of “The New Orleans 
Trade Area” was recently completed by Pro- 
fessor S. A. Caldwell. In the first part of this 
study, are discussed the chief factors effecting 
a change in trade conditions up to the Civil 
War. These factors are: steamboats, canals, 
railroads, ironclad ocean steamers, and human 
initiative. The second part traces the changes 
resulting from the war and discusses trade con- 
ditions up to 1900. Natural resources and a 
large idle population were conducive to manu- 
facturing and it developed rapidly during this 
period. The deepening of the Mississippi river 
by means of jetties, began in 1875, resulted in 
vastly improved railroad transportation facili- 
ties and New Orleans soon became the leading 
railroad center of the South with nine trunk 
lines terminating there. Local banking institu- 
tions, however, did not keep pace with the 
development of commerce and industry and as 
aresult New Orleans lost much of her potential 
trade territory. Part three of the study deals 
with trade conditions in the area from 1900 
to 1936. In it, an analysis is made of the func- 
tions of trade (retail, wholesale, manu factur- 
ing, river, coastwise, and foreign trade), the 
instruments of trade (highways, railroads, 
steamboats and barges, coastwise steam ships, 
ocean steamers, and port facilities), and the 
regulations of trade (tariffs, agricultural regu- 
lations, the devaluation of the dollar, and cer- 
tain interstate commerce activities). Printed 
copies of the study can be obtained free from 
the Bureau of Business Research at Baton 
Rouge. 


University of Maryland 


Six marketing studies are in process under 
the direction of Professor S. H. DeVault, Head 


of the Department of Agricultural Economics. 
The first, which will be completed in June, 
1937, deals with “Some Basic Factors Perti- 
nent to the Establishment, Organization, and 
Operation of Production Point Cooperative 
Egg Auctions in Maryland.” Its purpose is: 
(1) to determine for each area the production 
and consumption of eggs and the resulting 
surplus or deficit; (2) to trace the movement 
of eggs from surplus producing areas to deficit 
areas within the state and to markets outside 
the state; and (3) to study the establishment, 
organization, and operation of production point 
egg auctions in New Jersey and Pennsylvania 
with a view to determining the advantages and 
disadvantages of establishing such auctions in 
Maryland. Data will be obtained through per- 
sonal interviews with about 200 farmers in 
Maryland and interviews with merchants in 
towns in the leading egg producing sections. 
The second study, “An Economic Analysis of 
the Baltimore Milk Market,” was started in 
1935 and will be completed in June, 1937. 
Professor Leland Spencer of Cornell Univer- 
sity is cooperating in this study. Its object is 
to ascertain the present status of the Baltimore 
milk market, to determine the future milk re- 
quirements of this market, and to collect data 
which will serve as a basis for improving the 
marketing situation in Baltimore. The third 
study, which will not be completed until June, 
1938, is concerned with “The Status and Trends 
in Agricultural Cooperation in Maryland, 1930- 
1936.” Professor Ralph Russell is in charge of 
the project. Information will be obtained 
through personal interviews with the officers of 
43 cooperative marketing and purchasing asso- 
ciations in Maryland. It is hoped that the study 
will provide a basis upon which the University 
of Maryland may work to improve the situa- 
tion in agricultural cooperation by promoting 
favorable trends, by discouraging develop- 
ments along unfavorable lines, and in general 
by increasing the vitality of the cooperative 
movement. The fourth project, “The Effect of 
Motor Truck Transportation of Produce Upon 
the Marketing Facilities in Baltimore,” will 
be completed by January, 1937. Data are being 
obtained through personal interviews with men 
in the produce trade in the different Baltimore 
markets. The object of the study is to deter- 
mine the effects of recent changes in produce 
marketing on the existing facilities and prac- 
tices and to suggest plans for a consolidation 
or reorganization. This is part of a proposed 
regional study which will cover the terminal 
produce markets of the northwestern states. 
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“An Economic Study and Analysis of the 
Baltimore Fruit and Vegetable Market” was 
started in July, 1935, and will be completed 
about January 1, 1937. Data are being obtained 
through personal interviews. It is hoped that 
the information secured will assist cooperative 
groups of fruit and vegetable growers to mar- 
ket their produce more effectively. After the 
data have been analyzed, recommendations will 
be made regarding desirable changes in the 
marketing system. The sixth study, “An Eco- 
nomic Analysis of the Present Status of the 
Marketing of Fruits and Vegetables by Motor 
Trucks in New York City and Other Markets 
to which Maryland Produce is Transported,” 
is being made in cooperation with Dr. M. P. 
Rasmussen of Cornell University and W. W. 
Fetrow of the Cooperative Division of the 
Farm Credit Administration. It will be com- 
pleted by January, 1937. The objectives of this 
study are as follows: (1) to obtain data which 
will enable farmers to make the most effective 
use of their motor trucks; (2) to ascertain how 
growers, cooperative associations, truckers, and 
dealers are meeting the problems which have 
arisen during recent years because of the 
greatly increased use of motor trucks; (3) to 
work out an economic basis for the control of 
the volume of produce moving by motor truck 
from shipping point areas to terminal markets; 
and (4) to determine what additional terminal 
facilities, or changes in present terminal facili- 
ties, are needed to handle most efficiently the 
rapidly increasing volume of fruits and vege- 
tables arriving in the wholesale, farmers’, and 
jobbing markets so that the costs of marketing 
may be reduced and returns to growers in- 
creased. The six studies mentioned above will 
be available in printed form when they are 
completed. 


University of Minnesota 

A study of the problems of cooperative 
creameries operating in Minnesota, made under 
the direction of Professor O. B. Jesness, Chief 
of the Division of Agricultural Economics is 
nearing completion. Detailed information on 
different types of cooperative organization, and 
on the financial and operating problems faced 
by 175 representative cooperatives was ob- 
tained in personal interviews. The study will 
be printed later in the year and copies can be 
secured from the Agricultural Experiment Sta- 
tion at St. Paul. 


College of the City of New York 
Professor Ernest S. Bradford, Director of 
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the Bureau of Business Research, has com- 
pleted his study of “The Economic Factors 
Affecting Shoe Marketing.” Copies of the study 
may be purchased from the author. Among the 
topics discussed are: changes in the class of 
shoes produced, shifts in the center of shoe 
production, the relation of shoe manufacturing 
to tanning and meat packing centers and to 
centers of shoe consumption, seasonal factors 
in shoe production and sales, competition from 
rubber footwear, shoe exports and imports, the 
economic factors in shoe distribution, pric: 
trends, and future prospects for shoe market- 
ing. 
New York University 

Professor Dale Houghton has completed his 
four-year study of “The Irritation-Association- 
Method of Advertising Evaluation.” The study 
was undertaken in order to develop a technique 
of procedure for measuring the extent to which 
certain products are associated in the minds of 
the public as a means of relieving human irri- 
tations, such as sunburn and cuts or bruises 
Data were obtained in personal interviews with 
1,775 persons residing in New York City. A 
summary of the study may be obtained from 
Professor Houghton. 


University of Oregon 

Professor Jesse H. Bond has in process an 
investigation which was undertaken to develoy 
a “Plan to Adjust Consumer Buying Auto- 
matically to Take the Entire Suitable Product 
of Industry at a Standard Price Level.” It was 
started in 1935 and will probably be completed 
early in 1937 at which time mimeographed 
copies will be available from the School of 
Business Administration. In 1935, Professor N. 
H. Comish began a study of the efficiency of 
retail sales people in Oregon and the methods 
used to select and train retail employees. It 
will be completed during the school year and 
it will either be published in the form of an 
article or mimeographed. 

The Bureau of Business Research, which 
is under the direction of Dean Victor P. 
Morris, has in process a continuing study of 
trade conditions in the Pacific Northwest 
which was begun in 1935. A printed bulletin 
is published monthly under the title “Pacific 
Northwest Commerce and Industry” and dis- 
tributed free to business men and others who 
are interested. It makes accessible information 
relative to the growth and development of com- 
merce and industry in the area; provides a cur- 
rent measure of local business conditions; and 
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presents a comparative historical picture of 
the relationships between the general trends of 
business in the Pacific Northwest, the Twelfth 
Federal Reserve District, and the United States 
as a whole. 


Pennsylvania State College 


“A Study of the Philadelphia Produce 
Market” is in process in the Department of 
Agricultural Economics under the supervision 
of Professors F. F. Lininger and R. B. Donald- 
son. It probably will be completed by January, 
1937. It deals with market conditions in gen- 
eral, the physical facilities of the produce mar- 
ket, and the distribution methods employed. 
The report will be printed by the Pennsylvania 
Agricultural Experiment Station. ; 

Professor T. K. Cowden’s study of “The 
Supply and Utilization of Milk in Pennsyl- 
vania’” has been completed and printed copies 
can be obtained free from the Agricultural 
Experiment Station. The report shows that 
approximately 40 per cent of the milk and 
cream handled by all dealers in Pennsylvania 
during a period of one month was under the 
control of cooperative organizations. More 
milk and cream was shipped to markets in other 
states than was received by Pennsylvania 
dealers from out-of-state sources. ‘ 


The University of Texas 
Professor F. A. Buechel, Assistant Director 
of the Bureau of Business Research, has under 
way a comprehensive study of the marketing 
in Texas of livestock and livestock products 
(including beef, dairy products, and poultry). 
This will not be completed for some time. 
Studies dealing with retail distribution in 
Texas also are under way. These are based on 
detailed reports that the Bureau has been 
receiving for several years from department 
stores. Recently the Bureau has had monthly 
reports from practically all types of retail insti- 
tutions in the state. These reports, in the form 
of answers to questionnaires, are gathered in 
cooperation with the Department of Commerce 
and historical studies based on the data thus 
secured will be made in the future. The Depart- 
nent of Commerce issues monthly summaries 
of retail sales that are based on these reports. 
The Bureau of Business Research publishes a 
monthly summary of business and economic 
conditions in Texas and the Southwest under 
the title “Texas Business Review.” 
Professor A. B. Cox, Director of the 
Bureau of Business Research, has made several 
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studies recently which deal primarily with cur- 
rent cotton marketing problems. The following 
are available in printed or mimeographed 
form: “The AAA, the Cotton Growers, and the 
Agricultural Problem” (a reprint from the 
Journal of the American Statistical Associa- 
tion, June, 1936), “Effects of Agricultural 
Legislation in the Southwest,” and “The Cot- 
ton Situation Approaches a Crisis.” 


University of Wisconsin 


Six studies based on marketing research are 
in process in the Department of Agricultural 
Economics. The purpose of the first, “The 
Marketing of Wisconsin Tobacco with Refer- 
ence to Competitive Distribution in Other 
Cigar Type Producing Areas,” is to determine 
the changes that are necessary in order for the 
tobacco industry in the state to compete effec- 
tively with other sections. In the course of 
this study 100 personal interviews with major 
companies were made by Henry H. Bakken 
and returns to 5,000 questionnaires have been 
tabulated. The study will be completed in 1937. 
A study of “The Cost of Manufacturing Con- 
densed and Evaporated Milk” is being made 
under the supervision of Henry H. Bakken. 
Low overhead costs, an efficient sales organiza- 
tion and bargaining power in the purchase 
of supplies, are important factors in the suc- 
cess of manufactures in this field. Personal 
interviews have been made with practically all 
of the milk plants in the state. The study will 
be available in printed form this fall. A depart- 
mental study of “The Sale and Distribution 
of Cheese” is under way and will be completed 
in 1937. It can be used to advantage in courses 
in Sales Management. “Wisconsin Agriculture 
and the Foreign Market,” is the title of a con- 
tinuing study under the supervision of A. 
Hobson, which was begun in 1934. The date 
of completion is uncertain. A survey of “The 
Organization and Operation of Farmers’ Sup- 
ply Buying Organizations in Wisconsin,” made 
in cooperation with the Farm Credit Adminis- 
tration, will be available in printed form from 
the Farm Credit Administration this fall. 
“Trucking Livestock to Market” is the title of 
an investigation under the supervision of 
Marvin A. Schaars, which will be completed 
this fall. Its purpose is to show changes that 
have taken place in the transportation of live- 
stock to market, the effects of motor truck 
transportation, the costs of shipping by truck 
and by rail, and the ways in which farmers’ 
cooperatives have organized to meet the prob- 
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lems created by the truck. All of the studies 
mentioned above, except the one made in co- 
operation with the Farm Credit Administra- 
tion, will be available in printed form from the 
Publications Division of the College of Agri- 
culture when they have been completed. 

Printed copies of the following studies, com- 
pleted during the past year, can be obtained 
from the Publications Division: “Consumer 
Preferences for Cheese” and ‘Economic Con- 
siderations in Marketing Fluid Milk.” (This 
is one phase of a continuing research study 
on the public control of the distribution of 
milk). 


B. RESEARCH IN GOVERNMENT BuREAUS 
Bureau of Agricultural Economics 

Several research projects are in process in 
the Division of Marketing Research of the 
Bureau of Agricultural Economics under the 
direction of Dr. Frederick V. Waugh. The 
results of these studies will appear in mimeo- 
graphed or printed form and copies can be 
secured free from the Bureau. “Economic 
Effects of the AAA Marketing Agreements” 
is the title of a project undertaken to deter- 
mine the effects of the General Crops Section 
of the AAA, first, on the economic situation 
of producers, handlers, and consumers and 
second, on business recovery. It is hoped that 
the information secured can be used as a guide 
to future policy and that it will be of assistance 
in the practical operation of the agreements. 
The study is being made by S. R. Newell, 
Alden L. Paulson and Arthur F. Ackerman. 
The date of completion is uncertain. 

A continuing study of “Price Spreads or 
Margins” was begun in 1935 and two reports 
have been published. The general purpose of 
the study is to measure the total spread between 
the prices received by farmers and the prices 
paid by city consumers for agricultural prod- 
ucts and to break down total margins to indi- 
cate the amount of money required to pay for 
such services as transportation and processing. 
Historical changes in price spreads in this 
country will be studied and compared with 
price spreads in other countries. Changes in 
price spreads will be compared with changes 
in wage rates and transportation costs. The 
study is being made by Dr. Waugh and R. O. 
Been. 

The Division of Statistical and Historical 
Research and the New York City Department 
of Public Markets, Weights and Measures is 
cooperating with Dr. Waugh in a “Survey of 


OF MARKETING 


Per Capita Consumption of Foods in New 
York City.” Data are being gathered and 
analyzed on the consumption of the principal 
foods in New York City and a study will be 
made of the relation of quantities of food 
consumed to family incomes, to size of family, 
and to nationality of consumers. The influence 
of seasons and prices on food consumption 
will be determined. This project will be com- 
pleted by the end of the year. 

W. C. Crow is in charge of a project, the 
object of which is to ascertain the possibility 
of increasing the efficiency of food distribution 
in the larger cities and of reducing the cost of 
marketing by improving and properly regulat- 
ing marketing facilities, including railroad and 
truck terminals, jobbing centers, and farmers’ 
markets. In connection with this project, a 
study is being made of the Philadelphia market 
in cooperation with the State Colleges of 
Pennsylvania and New Jersey. Similar studies 
will be made of other markets. 

E. L. Burtis is in charge of a long-time 
study of “Federal, State and Local Regulations 
to Trade in Agricultural Products.” Its pur- 
pose is to determine the effects of such regu- 
lations on the free movement of agricultural 
products between states and on various groups 
of producers, consumers, and dealers. This 
study will be of value in working out a sound 
program of marketing legislation. “Large- 
Scale Processing and Distribution as it Affects 
the American Farmer” is the title of a study 
being supervised by A. C. Hoffman. Effects 
of large-scale manufacturing and distributing 
on marketing methods and costs will be deter- 
mined. The study will be of value in working 
out ways of improving the bargaining power of 
the farmers either through legislative action 
or through cooperation. Arrangements have 
been made with the experiment stations in New 
Jersey, Wisconsin, and California for pre- 
liminary cooperative studies on certain phases 
of the project. These preliminary surveys 
probably will be completed by June, 1937 and 
they will be followed by more detailed studies. 

The Bureau is cooperating, through the New 
England Research Council on Marketing and 
Food Supply, with the experiment stations and 
the departments of agriculture in the six New 
England States and with Harvard and Clark 
Universities in developing and carrying out a 
coordinated program of research in marketing 
and agricultural economics. This is a perma- 
nent project. A number of sub-projects will 
be undertaken. (A study of the marketing 0! 
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dairy products is now in process.) Reports 


on various phases of the study will be pub- 
lished from time to time. 

Two published studies of the Bureau can be 

used to advantage in marketing courses in con- 
nection with a discussion of grading. The first, 
“Government Grading of Canned Fruits and 
Vegetables—Questions and Answers,” was pre- 
pared by Paul M. Williams, Senior Marketing 
Specialist in the Division of Fruits and Vege- 
tables. The second, “The Consumer and the 
Standardization of Farm Products,” was com- 
piled by Caroline B. Sherman, Associate Agri- 
cultural Economist in the Division of Eco- 
nomic Information, In this connection, a study 
f “National Standards for Farm Products,” 
issued by the 1935, 
should be advantages of 
standardizing and grading are clearly presented 
in it, and grade requirements are given for 
several commodities. 
Prices of Cotton Related to Its 
Grade and Staple Length in the United States, 
Seasons 1928-29 to 1932-33” is the title of a 
study, completed in January, by L. D. Howell 
and John S. Burgess, Jr., of the Division of Cot- 
ton Marketing (Technical Bulletin, Number 
493). The Agricultural Experiment Stations of 
eleven states in the cotton belt cooperated in 
the study. It can be used to advantage in 
courses in which attention is given to cotton 
marketing. 


Bureau in September, 
mentioned. The 


“Farm 


Bureau of Home Economics 


Several studies of family living and family 
expenditures are under way or have been com- 
pleted recently. “Studies of Farm Living” will 
be published in the 1936 Yearbook of Agricul- 
ture. Data on which conclusions were based 
were obtained from 2,239 families in 13 states. 
Tables will show the amounts spent for major 
commodities, the value of goods and services 
furnished by the farm, and the amount of 
savings. A report entitled “Studies of Family 
Living in the United States and Other Coun- 
tries: an Analysis of Material and Methods,” 
presents a survey and appraisal of existing 
intormation on family living that can be used 
to advantage as a source book by marketing 
research students who are interested in con- 
sumption. (U. S. Department of Agriculture 
Miscellaneous Publication, Number 223. Price 
60 cents. ) 

More than 1,000 dietary records collected by 
several agencies between 1914 and 1933 have 
been summarized, and records collected by the 


Bureau of Labor Statistics in the winter of 
1934 and now being summarized by the Bureau 
of Home Economics. The data will be analyzed 
to show per capita food consumption at differ- 
ent levels of expenditure. An article in the 
May 4, 1936 issue of Consumers’ Guide on 
“Supplying Food for Adequate Consumption” 
was based on material furnished by the Bureau. 
Hazel K. Stiebeling, Senior Food Economist, 
is in charge of this study. 

The Bureau of Home Economics is cooper- 
ating with the Department of Labor and the 
Works Progress Administration in a compre- 
hensive nation-wide study of consumer pur- 
chases. The field work is nearing completion. 
All of the data on food consumption will be 
analyzed in the Bureau. The results of the 
study will be released in government bulletins 
from time to time. The purpose of the study 
is to obtain a broad picture of the expenditure 
patterns of American families within a wide 
range of income levels in cities, towns, villages, 
and rural districts. The maladjustment between 
the nation’s producing power and its actual 
consumption indicates the importance of hav- 
ing basic data on the consumption habits and 
the needs of consumers. The study will be of 
value in courses in marketing and it will fur- 
nish excellent material for research students 
in marketing and commodity economics. It will 
show the demand for particular goods at differ- 
ent income levels and in different regions. It 
will be the first adequate study of the demand 
for consumers’ goods among families with in- 
comes of more than $5,000—families which 
provide almost the entire market for certain 
types of goods. 


Farm Credit Administration 

“Organization and Operation of the Illinois 
Livestock Marketing Association” is the title 
of a study, made by H. H. Hulbert, Senior 
Agricultural Economist of the Cooperative 
Division, which was published in May. All co- 
operative livestock-marketing units in Illinois 
were combined in 1931 to form the Illinois 
Livestock Marketing Association and this re- 
port describes the activities of the federated 
organization. It analyzes the economic back- 
ground of the Association and appraises its 
success in accomplishing its objectives. 

Statistical information of value to students 
of cooperative marketing is given in R. H. 
Elsworth’s “Statistics of Farmers’ Cooperative 
Business Organizations, 1920-1935.” It brings 
up to date information previously published 
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regarding number of associations, estimated 
membership, and estimated business of farmers’ 
selling and buying associations, and includes 


supplementary material not heretofore pub- 
lished. 


Federal Trade Commission 


The fifth report in the Commission’s milk 
investigation was completed in June. It covered 
conditions in the Minneapolis-St. Paul area. 
Earlier reports were made on the situation in 
the Connecticut, Philadelphia, and Chicago 
milk sheds and a fourth report dealt with 
milk market regulation and certain practices 
of distributors in four cities, Boston, Balti- 
more, Cincinnati, and St. Louis. In all of the 
reports attention has been given to the activi- 
ties of milk producers’ cooperative organiza- 
tions. Efforts have been made to ascertain 
what, if any, relationship exists between such 
cooperatives and distributors and to determine 
to what extent, if any, their joint activities 
have tended to influence prices to consumers. 

The Commission issued a report in July on 
labor costs, profits and investments of 254 
woolen and worsted textile companies and 
establishments for the six-months period end- 
ing June 30, 1935. It is based on data obtained 
from 61 spinning companies, 30 weaving com- 
panies, 155 combined spinning and weaving 
companies, and 8 dyeing and finishing compa- 
nies. The number of companies covered is more 
than 30 per cent greater than the number 
covered in the report of the Commission on 
“The Woolen and Worsted Textile Industry in 
1933 and 1934.” The present report is Part II 
in a series of reports on the textile investiga- 
tion. Part I, released in May, dealt with the 
situation in the cotton textile industry in the 
first half of 1935. Part III, covering silk and 
rayon companies for the first six months in 
1935, will be released at an early date. 


Bureau of Foreign and Domestic Commerce 
Several studies of interest to marketing 
executives and teachers were published during 
the summer. Among these was the “Annual 
Retail Credit Survey,” containing 1934 and 
1935 data for more than 1600 firms located in 
88 cities throughout the United States. The 
survey shows that payments on both open and 
installment accounts receivable were made 
more promptly during 1935 than in 1934; that 
the ratio of credit sales (open account and in- 
stallment combined) to total sales increased for 
12 of the 14 kinds of retail stores studied; and 
that bad-debt losses decreased materially in 


1935, being only one-half the 1934 ratio. Other 
publications were: “Consumer Market Data 
Handbook: 1936,” which presents significant 
statistics essential to market analysis; the 
annual number of the “World Economic 
Review ;” “Store Modernization Needs;” and 
“Study of Market for Electric Facilities in 
Residences.” The latter study is an analysis of 
the real property inventory statistics covering 
all dwellings in 64 cities. It shows markets for 
electric and gas equipment and some household 
appliances. It will be followed by a similar 
study on “The Markets for Plumbing and 
Heating Facilities in Residences.” 

A valuable reference publication will be 
issued early this Fall under the title: “Sources 
of Current Trade Statistics.” It is designed to 
assist those engaged in economic and market- 
ing research to find, with minimum delay, 
sources of data on production, shipments, 
employment, prices and sales, by kinds of busi- 
ness. The second volume in a series of bulletins 
designed to present in summary form data on 
specific industries and on the leading trade 
associations will be released this Fall under 
the title: “The Foodstuffs Industry.” It will be 
followed by a third volume on “Lumber and 
Allied Industries.” The Marketing Research 
Division has under way the publication of a 
revision of “Selected (National and Inter- 
state) Trade Associations in the United 
States.”” This directory will contain a list of 
more than 2,500 associations. A series of sepa- 
rately published booklets known as the “Small 
Store Series,” also is under way. The first 
volume in this series entitled, “Small Stor 
Retailing,” which will deal with the scope, limi- 
tations and prospects of small operators, should 
be available this Fall. The second volume will 
cover the subject of retail store locations. 

A comprehensive study of “National Income 
1929-1935,” which shows estimates for twelve 
major industry divisions and about forty sub- 
divisions was released during the summer. It 
includes estimates of the number of persons 
employed and their per capita income and 
classifications of income by types of payments. 
The July issue of the Survey of Current Bust- 
ness contained an article, “Expansion ot Na- 
tional Income Continued in 1935,” reprints ol 
which may be obtained from the Division 01 
Economic Research. The “Handbook of Foreign 
Currency and Exchange” has been revised un- 
der the title, “Foreign Currency Handbook. 
This book gives a brief description of the cur- 
rency systems throughout the world with spe- 
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cial reference to the matter of coinage. 

“The Balance of International Payments in 
1935” has been published by the Finance Di- 
yision. This Division issued, in June, a special 
circular (No. 417) analyzing the five billion 
dollars of foreign investments in the United 
States. Early this Fall the division will pub- 
lish a volume on “Insurance Transactions and 
the Balance of International Payments 1919- 
1935.” This highly specialized study will deai 
with the significance of insurance balances in 
our international finance picture. 

Several bulletins in a series of ten dealing 
with “Copyright Protection Throughout the 
World” have been issued by the Division of 
Commercial Laws. This division also published 
in September a study of “Industrial Property 
Protection Throughout the World,” which de- 
scribes the patent and trade-mark protection 
laws of different countries. 

A publication of the Bureau giving facts of 
general interest regarding “Housing in Foreign 
Countries Constructed with Some Form of 
Government Aid or Encouragement,” was is- 
sued recently. This volume gives special em- 
phasis to Western Europe. Studies of “Sub- 
sistence and Rural Construction” will appear at 
a later date. An article on the “Construction of 
the Bureau’s New Index of Rural Retail Sales 
by Regions,” appeared in the September issue of 
the Survey of Current Business. Reprints are 
available. The Bureau expects in the near fu- 
ture to have its monthly report on “Sales of 
Chain Grocery Stores” placed on an index 


basis. 


Bureau of the Census 

All schedules for the 1935 Census of Busi- 
ness have been received and edited and some 
of the data have been published. “The United 
States Summary of Radio Broadcasting for 
1935” and three reports on “Banking Institu- 
tions” (covering the Mountain States, the East 
South-Central States and the Pacific Coast 
States) were released recently. The first state 
report covering retail trade was released Au- 
gust 13. All state reports and the United States 
summary report for retail trade will be re- 
leased by October 15. Between fifteen and 
twenty state reports covering wholesale trade 
will be released before October 15. The entire 
series of state reports for Business Services 
will be out by October 1, and state reports for 
Amusements will be issued subsequently. State 
reports for Hotels and Tourist Camps, giving 
such data as number of establishments, num- 
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ber of proprietors, receipts, payrolls, and num- 
ber of guest rooms, will be released during Oc- 
tober and November. Definite dates for issuing 
reports covering Construction and Motor 
Trucking have not been announced. 

Data concerning the distribution of prod- 
ucts through primary channels by manufac- 
turers (both manufactured products and pur- 
chased merchandise sold without processing ) 
will be published soon. Summary reports by 
states are scheduled to be issued for 18 states 
by October 16. The number of establishments, 
wage earners, wages paid, and value of manu- 
factured products for the three census years, 
1929, 1933 and 1935, will be published in these 
summary reports. The state reports will be 
followed by more complete reports by indus- 
tries. 

The field work of the 1935 Census of Agri- 
culture is completed and the first series of state 
bulletins for all states, as well as Volume I, 
which is a consolidation of these state bulletins, 
are available in printed form. The first state 
bulletin (West Virginia) of the second series 
has also been released. The other state bulle- 
tins of the second series, together with a sum- 
mary, Volume II, and a general report, Volume 
III, will be ready for distribution by the end 
of the year. 

The first of the annual State reports on 
Vital Statistics (Connecticut) has been re- 
leased. Other State reports will be issued as 
they are completed. Plans are being made for 
the taking of the decennial censuses of Religious 

sodies and of Water Transportation. Both 
censuses will cover the calendar year 1936 and 
the data collected will be comparable to that 
collected in 1926, 


C. RESEARCH IN PRIVATE ORGANIZATIONS 


The American Institute of Food Distribution 

The Institute has completed a study of 
“Group Selling by 100,000 Retailers.” It traces 
developments and trends in the voluntary and 
cooperative group movement among independ- 
ent retail grocers. It is based on data secured 
in reply to five hundred questionnaires. This 
study can be used to advantage both in general 
and specialized marketing courses. It will be 
available in printed form this fall. The address 
of the Institute is 420 Lexington Avenue, New 
York City. 


Columbia Broadcasting System, Inc. 
Several studies of interest to marketing stu- 
dents can be obtained free from the Market 
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Research Department. “Day and Night CBS 
Listening Areas” is the title of a market data 
handbook. Radio ownership figures as of Jan- 
uary 1, 1935, are based on Dr. Daniel Starch’s 
study. Maps indicating both night time listen- 
ing and daytime listening areas are shown for 
each of the 97 CBS stations. 300,000 homes 
were included in a sample used in determining 
how many people regularly listen to each Co- 
lumbia station. “Radio in 1936” is the title of a 
booklet which shows radio ownership by states 
and counties; the distribution of radio homes 
by income levels, by size of cities, and by time 
zones; some interlocking markets; listening 
habits; and trends in listening habits and in 
radio ownership. Much of the data is taken 
from Dr. Starch’s nationwide quarterly study 
of radio families made in 1935, in which ap- 
proximately 6,000 personal interviews were 
made each quarter. “An Analysis of Radio 
Listening in Autos” gives the number of auto- 
mobile radios by years (1931-1936), and pre- 
sents data showing how much listening is done, 
at what hours the radio is used, and the types 
of programs that are the most popular. The 
study is based on an analysis of some 2,400 
mailed questionnaires and 1,000 personal inter- 
views. “A Summary of Summer-1936 Radio 
Facts” is largely based on data taken from 
Dr. Starch’s study, “Lost and Found,” pub- 


lished by CBS in 1935. 


Joint Commission of Radio Research 

The Joint Commission of Radio Research 
consists of five representatives from each of 
the following organizations: American Asso- 
ciation of Advertising Agencies, Association 
of National Advertisers, and National Associa- 
tion of Broadcasters. Its general purpose is to 
compile information on radio broadcasting as 
an advertising medium. The first research study 
was started in December, 1935. It was released 
July 2, 1936, under the title “Estimated Num- 
ber of Families Owning Radio Sets in the 
United States, January 1, 1936.” Dr. Starch’s 
estimate of the number of radio families as of 
January 1, 1935 was used as a starting point 
and his figures were adjusted to take account 
of the number of sets sold during 1936 to non- 
radio owning families. The proportion of the 
4,400,000 sets sold in 1936 which went into new 
homes (32.1 per cent) was determined from a 
sampling survey in which 1,343 replies of deal- 
ers to a questionnaire were tabulated. The esti- 
mate of the total number of radio owning fami- 
lies in the United States (22,869,000) is broken 
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down by states and by counties in Section I] 
of the report. The Joint Commission is now 
working on a study of station coverage and 
listener habits. 


Market Research Corporation of America 

A series of advertising research studies have 
been made by Market Research Corporation 
during the year for Sales Management maga- 
zine and reprints of the published articles can 
be secured from the Corporation’s New York 
office at 1250 Sixth Avenue. These studies deal 
with a wide variety of subjects as indicated by 
the following titles selected at random: “How 
10,000 Housewives Rate Drug, Cigarette, and 
Auto Ads,” “Is There One Best Method of 
Measuring Consumer Use?”, “Attitude Test 
Shows Women and Old People Favor Adver- 
tising Most,” “How Cities Differ in their 
Magazine Reading Habits,” and “Radio Sur- 
veys in 63,663 Homes Show 45 per cent Listen- 
ers on Average Day.” 


The Milwaukee Journal 


“Consumer Analysis and Dealer Distribu- 
tion Check-up of the Greater Milwaukee Mar- 
ket, 1936 Edition” is the title of the Journal’s 
thirteenth annual study of the buying habits 
of families in the Milwaukee area. The data 
on volume and kinds of merchandise used aré¢ 
based on an analysis of 6,700 questionnaires 
filled out by housewives, who reported their 
average per monthly or per weekly use of a 
large number of commodities. Grocery prod- 
ucts, household appliances, tobacco products, 
toilet articles, building and equipment, and 
automobile accessories were included in the 
survey. Figures for per cent of store distribu- 
tion by brands were obtained in personal inter- 
views with 424 representative grocery and drug 
stores. Copies of the 108 page report and of 
the questionnaire used may be obtained free 
from the Research Bureau. 


National Broadcasting Company, Inc. 


Three studies of interest to 
dents have been published by the Statistical 
Department in 1936. All are based on data 
obtained for NBC in August and November 
of 1935 by Anderson, Nichols, Associates, Inc. 
through personal interviews in 6,369 radio- 
owning homes in five cities (Worcester, Cleve- 
land, Newark, South Bend, and Kansas City). 
The first study, “The Good New Summer 
Time” is a survey of the summer time listening 
audience. The second, “Radio Takes to the 


marketing stu- 





calle 


Roa 
ers! 
five 
min 
met 
me! 
pre 
gro 
enc 
auc 
me 
cor 
ant 
div 
sul 
tai 


Th 





THE JOURNAL OF MARKETING 167 


Road,” gives information concerning the own- 
ership of radio equipped automobiles in the 
five cities studied and the average number of 
minutes the radios are in use each day in sum- 
mer and in winter. The third study, “The Sum- 
mer Radio Audience,” published in May, 1936, 
presents data which show by age and sex 
groups: (1) the available summer radio audi- 
ence as a percentage of the available winter 
audience; (2) the size of the available sum- 
mer audience by hours of the day; (3) the 
composition of the available summer audience; 
and. (4) details concerning the absences of in- 
dividuals from radio-owning homes during the 
summer months. The above studies can be ob- 
tained free from the Statistical Department. 


The Curtis Publishing Company 

A study of “The Market for Building Ma- 
terials,” by Lawrence C. Lockley of the Divi- 
sion of Commercial Research, was completed 
in June. Its purpose was to gather and analyze 
existing statistics on the building industry in 
order to determine the size of the market for 
building materials. Data were obtained from 
government reports, trade association statistics, 
and interviews with statistical agencies. Mim- 
eographed copies of the study are available 
without charge from the Division of Commer- 
cial Research. 


D. DocroraL DiIssERTATIONS IN MARKETING! 
Brown University 
Aaron Victor Abramson (Ph.D. 1936). 


Market Saturation and Structural Maladjust- 
ment in Industry. 


University of California 

Perham C. Nahl. A Comparative Study of 
Retail Trading Areas in California. May, 1937. 

Gordon E. Ockey. Economic Study of the 
California Wine Industry. May, 1937. 

John B. Schneider. The San Francisco Prod- 
uce Market. May, 1937. 

Bayard O. Wheeler. Manufacturing Indus- 
tries of the Pacific Northwest. May, 1937. 


Columbia University 
Virgil D. Reed (Ph.D. 1936). Industrial 


Advertising and Sales Promotion. Published by 
The Ronald Press Company, New York. 


*The date given after each title is the probable 
date of completion. 


Harvard University 
Paul K. Edwards (D.C.S. 1936). Distinctive 
Characteristics of Urban Negro Consumption. 


University of Illinois 

Wayne Farley Caskey (Ph.D. 1936). Some 
Effects of Seasonal Milk Production on Mar- 
keting Costs in the Whole Milk Industry. A 
printed abstract is available. 

M. C. Gay. Tariff Bargaining as a Part of 
United States Commercial Policy. August, 1936, 

Jesse Taylor Palmer (Ph.D. 1936). Some 
Effects of Maintaining Retail Prices of Whole 
Milk at Artificial Levels. A printed abstract is 
available. 


The Johns Hopkins University 
R. G. Deupree. The Baltimore Wholesale 
Produce Market. June, 1937. 


University of Minnesota 

Ira W. Arthur. Public Regulation of Live- 
stock Marketing. 1937. 

Harold F. Hollands. Economic Problems of 
Minnesota Cooperative Creameries, with Spe- 
cial Reference to Membership Relations. 1937. 

Sam H. Thompson. Economic Trends in the 
Marketing of Iowa Livestock. 1937. 


The University of Nebraska 
Charles J. Courtney. A Study of the Suc- 


cessful Independent Grocery Stores of Omaha. 
1937. 


University of North Carolina 
Charles M. Anderson. The Marketing of 
Funeral Supplies. 1937. 


Northwestern University 

Lyndon O. Brown (Ph.D. 1935). Quantita- 
tive Market Analysis Methods. 

William F. Brown. The Effect of Size on 
Costs of Retailing. June, 1937. 

D. J. Duncan (Ph.D. 1935). The Control of 
Stock Shortages in Department Stores with 
Particular Reference to a Department Store 
Chain. 

Malcolm F. Heslip. The Effect of Consumer 
Demand on Public Utility Merchandising Ac- 
tivities. 1936. 

Warren W. Leigh (Ph.D. 1936). Some Mar- 
keting Problems of the United States Auto- 
mobile Tire Industry and Some of Their Ef- 
fects Upon That Industry Since 1922. 

Clarence H. McGregor. A Study of the Rail- 
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road Less-than-Carload Freight Services in the 
Chicago Switching District. August, 1936. 

S. G. Wennberg. Export Credit Insurance. 
1937. 

The Ohio State University 

Harold Paul Alspaugh (Ph.D. 1936). The 
Marketing of Meat and Meat Products. 

O. E. Burley. A Revaluation of Consumers’ 
Cooperation. 1937. 

Aaron Hamilton Chute (Ph.D. 1935). Man- 
ufacturers’ Methods, Problems and Trends in 
the Marketing of Burned Clay Products. To be 
published by the Bureau of Business Research. 

Ralph Harshman. Sales Training as a Phase 
of Sales Management. 1937. 

John W. Lucas. Problems in the Marketing 
of Bituminous Coal. The date of completion is 
uncertain. 

Herman C. Nolen. Marketing Implications 
of Discriminatory Sales Taxes. December, 
1936. 

A, L. Odebrecht. The Functions of the Sales 
Manager. 1937. 


Edmund D. O’Leary. Retailer-Owned Vol- 
untary Chains. August, 1937. 

E. G. Rasmussen. An Analysis of the Nash- 
ville, Tennessee, Wholesale Market. 1937. 

Ernest J. Sheppard. A History of th 
Wholesale Marketing of Food in Central Ohio. 
1937. 


University of Pittsburgh 
Arend E. Boer (Ph.D. 1936). Mortality in 
Pittsburgh Retail Trade. 


University of Wisconsin 

Arthur C. Bunce. Economic Nationalism and 
the Farmer. The date of completion is uncer- 
tain. 

Pablo N. Mabbun (Ph.D. 1936). The United 
States-Philippine Trade Relations: Their Ef 
fects on Foreign Markets for Philippine Agri- 
cultural Exports. 

Raymond Penn. Some Aspects of the Cana- 
dian Reciprocal Trade Agreement. The date of 
completion is uncertain. 
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Lyon, L. S., anp ABRAMSON, V. The Econom- 
ics of Open Price Systems. Washington. 
The Brookings Institution. 1936. 165 p. 
$1.25. 

The Anti-Trust Supreme Court decisions 
rendered 25 years ago put a legal end to sev- 
eral methods of maintaining market, if not 
monopoly, control, such as, combinations by 
agreement to restrain trade or the development 
ff concerns which by their very size might 
control the market for any given product. In 
the years intervening new devices for market 
control have been invented. Of these the open 
price system is one of the most important. 

A. J. Eddy, a Chicago lawyer, is generally 
credited with being the originator of the open 
price system. It was first applied in 1911 in the 
iron and steel industry, and in 1912 in the lum- 
ber industry. The technique of the open price 
system was first described by A. J. Eddy in his 
ook, “The New Competition,” published in 
1912. 

The open price system is, as the readers of 
the review already know, a method by which 
market prices may be stabilized by an exchange 
| price information through some central 
fice to which all members of an industry make 
their reports and from which the summaries 
of such reports are in turn issued. This system 
developed in various forms during the period 
from 1911 down to 1933. Under the N.R.A. is 
spread with utmost rapidity from industry to 
industry as part of the provisions of the Codes. 

Since the passing of the N.R.A. open price 
systems have continued as an important method 
if market control. These systems require the 
attention of all students of economics and so- 
cial welfare interested in the processes of mar- 
keting. This little volume is a timely and 
constructive contribution. It outlines the early 
history of open price systems briefly, describes 
their developments under the N.R.A. and dis- 
cusses their application and effects upon com- 
petition upon small businesses and particularly 
upon the public interest. 


The tabulation of the various open price 
plans developed under the N.R.A. is a revela- 
tion in itself. The headway made in many in- 
dustries for the control of markets and the 
stabilization of prices within the law presages 
the need for growing government supervision 
and participation in the administration of open 
price systems. There seems to be no other way 
in which the public interest can be properly 
preserved. The questions arising out of the 
problems of the open price systems are likely 
to grow more insistent. 


Warsasse, JAMES Peter. Cooperative Democ- 
racy. N.Y.: Harper and Bros., 1936. 285 pp. 
$2.50. 

Dr. Warbasse, president of the Cooperative 
League of America, is the outstanding spokes- 
man for the consumer cooperative movement 
in this country. In this third completely revised 
edition of “Cooperative Democracy” he not 
only discusses the extent of this world-wide 
movement but shows how it differs in principle 
and practice from government ownership and 
operation. While the book is written to present 
cooperation in the light of its workability and 
indeed of its desirability, the author carefully 
explains the ethics of cooperation, its relation 
to modern business, to labor organizations, 
agriculture, science, art, health, and interna- 
tionalism. 

Teachers of marketing will be especially 
interested in the retailing, wholesaling, and 
manufacturing that is carried on by many co- 
operative societies abroad and in the recent 
development in this country of the distribution 
of gasoline and oil. In the United States there 
are about 11,000 consumer cooperative societies 
of all kinds with three million members. Busi- 
ness amounts to about $400,000,000 a year. 

Dr. Warbasse’s book should be of special 
value to teachers offering courses in the eco- 
nomics of consumption. 

Artuur E. ALBRECHT 
College of the City of New York 
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LEARNED, E. P. Problems in Marketing. N.Y. 
McGraw-Hill Book Co. 1936. 669 pp., $4.00. 
This work is the successor of the 4th edi- 

tion of Prof. Melvin T. Copeland’s “Problems 

in Marketing.” It presents 125 specific problems 
covering all major situations in the distribution 
of goods. Of these, 40 are reprinted directly 
from Copeland’s 4th edition, 11 others from 

Copeland’s work have been revised, and 1 of 

the problems was drawn from McNair & 

Gragg’s “Problems in Retail Distribution.” 
The problems presented in this book give 

every evidence of the utmost care, not only in 

supplying facts and conditions such as confront 
actual business, but also in simplicity of state- 
ment. The Harvard Business School, as is well 
known, has for years sponsored the case, or 
problem, method of instruction. This book 
exemplifies case material at its best and will go 

far to advance the use of the case method as a 

supplement to other methods of teaching mar- 

keting. This book deserves the consideration of 
all marketing teachers. 


FREDERICK, J. G., ed. For Top Executives Only 
—A Symposium. N.Y. The Business Bourse. 
1936. 383 pp., $5.00. 

Mr. J. George Frederick, the editor of this 
book as well as the author of several of its 
sections, is by right of priority the Dean of 
American Market Research men. 

As editor of Judicious Advertising Maga- 
zine 1905-07; Business World 1907-08; Print- 
er’s Ink 1908-11; and Advertising and Selling 
Magazine 1911-15, he aided and encouraged 
the accumulation of business facts useful for 
marketing purposes, and was himself active in 
market research and in the preparation of nu- 
merous business reports serving industrial con- 
cerns. The Business Bourse, of which Mr. 
Frederick is President, was perhaps the first 
and has been for many years one of the leading 
market research organizations in this country. 

“For Top Executives Only” contains the 
summarized and mature observations of Mr. 
Frederick on recent changes in the methods 
of executive control. It presents suggestions 
on what Mr. Frederick believes will be required 
in the future. There are many criticisms of the 
old fashioned type of executive with names of 
men and companies mentioned. There are many 
practical suggestions drawn from the actual 
experences of other men and companies. The 
story of the evolution of executive control as 
presented in this book constitutes a distinct 
contribution to business literature. 


Mr. Frederick’s own work in the book js 
supplemented by interesting articles such as, 
“The Modern Technique of the Executive” by 
Samuel W. Reyburn; “The Sales Basis of Ad- 
vertising Industrial Management” by Kenneth 
Goode; “The Broadened Responsibilities of In- 
dustry’s Executives” by Alfred P. Sloan, Jr.; 
and “Industry’s Bases of Cooperation” by C. 
M. Chester. 

This book is recommended reading for busi- 
ness executives and will prove of interest to 
teachers of business as well. 


CorBaey, G. C. Group Selling by 100,000 Re- 
tailers. N.Y. American Institute of Food 
Distribution, Inc. 1936. 196 pp., $3.75. 
Here is a long awaited work dealing with 

a recent development in distribution upon 

which Mr. Corbaley and his organization has 

conducted pioneer research at the cost of thou- 
sands of dollars. His former reports upon 
voluntary chains and cooperative organizations 
of retailers were distributed only to members 
of the American Institute of Food Distribution. 

In this instance a thoroughly revised and com- 

pletely up-to-date report is made available to 

students, libraries and the public as well as the 
business world at a very reasonable price. 

The American Institute of Food Distribu- 
tion under Mr. Corbaley’s direction has served 
as a research center and clearing house on food 
problems for several years. It has made a dis- 
tinct contribution to the welfare of the food 
industries. It should serve as an example of 
what is needed in various other industries such 
as apparel, home furnishings, hardware, and so 
on. 

The cooperative movement among retailers 
and between wholesalers and retailers has in a 
few short years reached very high levels in 
this country. There are today more independent 
retailers in such organizations than there are 
units in corporate chains. This book gives an 
account of their growth, describes their meth- 
ods of operation, discusses their problems and 
presents a number of interesting observations 
and conclusions likely to affect these enter- 
prises in the future. 

This work is required reading for every stu- 
dent and executive in marketing. 


Tapper, Tuomas, ed. Personal Engineering 
Series. N.Y. The University Society. 1936. 
10 vols., $20.00. 

Prior to 1930 inspirational literature made 
up a considerable proportion of publications in- 





ter 
of 

bes 
the 


an 
the 
sul 
pri 
do 


an 


me 


be 
be 
bt 
WwW 


ing 
)36. 


ade 
in- 





THE JOURNAL OF MARKETING 171 


tended for business students. In the early part 
of the depression when the doors of business 
began to close and unemployment began to rise, 
the stream of inspirational thought grew thin 
and sluggish. Now we are on the way out of 
the depression. Ambitious youngsters who are 
sufficiently aggressive are finding it possible to 
press a foot through the cautiously opening 
doors of employment and the advice to be up 
and at it is again finding attention. 

The ten modest sized, splendidly printed 
manuals making up the “Personal Engineering 
Series’ mark a new high point in enthusiastic 
encouragement for those who need to be told 
(and who does not) what their potentialities 
are and what is necessary to develop them. 

The first volume invites the reader to take 
a personal inventory. The second volume pre- 
sents some good old fashioned psychology un- 
der the title, “Mind Training for Efficiency.” 
The third contains good advice on the care of 
the body, prepared by Dr. Harry J. Johnson 
of the N.Y. Post Graduate Medical School. 
The fourth is a stimulant to ambition under the 
title, “Everyone an Executive.” The fifth out- 
lines how an employee can make good with his 
boss. The sixth, by David S. Beasley, who is 
president of the University Society, publishers 
of the set, summarizes a number of practical 
suggestions on the various activities making up 
this thing called “business.” The seventh, by 
Lansing F. Smith, is an outline of the manage- 
ment of personal finances. The last three vol- 
umes are by Frank H. Cheley, noted Y.M.C.A. 
and Boy’s Camp Director, dealing with the art 
of making social adjustments; how best to use 
one’s leisure time; and an elementary philoso- 
phy on the meaning of life. 

These little volumes are well written. Dr. 
Thomas Tapper who is responsible for most of 
the writing, and who is editor of the entire 
series, served many years in educational work 
in the field of music. He later became the di- 
recting head of the department of training of 
the J. C. Penney Company. His style is charm- 
ing, and the contents of his work reflect the 
bright optimism of his personality. These books 
are not exhaustive scientific treatises. They are 
rather handbooks suggesting useful viewpoints 
for young men and women ambitious to get 
ahead in business. 

Business training in these days is likely to 
become absorbed in the imparting of the great 
body of scientific knowledge now applicable to 
business. There is the danger of excluding that 
which will give to study and work in this field 


the warmth of personal interest. Some young 
people get such interest from their personal 
contacts with instructors and supervisors. Oth- 
ers get it from their employers. Many do not 
get it at all. They should be directed to books 
of this sort. There is a real need for literature 
of this type, and this set can be heartily recom- 
mended. 


TINSMAN, R. Advertising People and Copy 
Slants. N.Y. The Business Bourse. 1936, 192 
pp., $2.00. 

The author of this book was the founder 
and is now the head of the Federal Advertising 
Agency. He is likewise trustee of Lafayette 
College. In addition to his success in the ad- 
vertising business, he has apparently main- 
tained a keen interest in the discovery and 
development of talent in young people partic- 
ularly for writing and advertising. 

The book presents extremely interesting 
sketches concerning fellow advertising men in- 
cluding salesmen, copy writers, advertisers and 
advertising agencies. These sketches are evi- 
dently drawn from actual life, but despite the 
warm, human characterizations they leave a 
note of irritation for their subjects are anony- 
mous. This writer can see no reason why the 
actual names should not have been given, and 
so make the book an outstanding contribution 
on present day business history. 

The sections devoted to copy slants do not 
suffer this handicap. They are splendid reading 
and should serve excellently as supplementary 
reading in every course in advertising. This is 
the type of book that can be read with interest 
as well as profit by anyone interested in busi- 
ness. 


Converse, P. D. Essentials of Distribution 
N.Y. Prentice-Hall, Inc. 1936. 588. pp. $2.80. 
This is the most recent of Prof. Converse’s 

works on marketing. It is intended as a first 
book on the study of this subject. It deals with 
all of the important factors and processes of 
merchandise distribution in a well organized, 
lucid manner. Its chief strength is at the same 
time its chief weakness, namely its encyclo- 
pedic character. It is difficult to see how more 
facts concerning marketing could be com- 
pressed into such modest space. 

Each chapter is followed by an admirable 
list of review questions and what Prof. Con- 
verse quite aptly calls, “Thought Problems.” 
The latter are well calculated to stimulate dis- 
cussion on the live marketing problems of to- 
day. 
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Baker, J. C., Kennepy, W. D., anp Ma ort, 
D. W. On Going Into Business. N.Y. Mc- 
Graw-Hill Book Co. 1936. 233 pp., $2.00. 


The purpose of this book is expressed in its 
preface as “Addressed primarily to educated 
men who are looking for employment—either 
a first job or a better job. Secondarily, it is 
directed toward parents and teachers, who 
share vicariously these problems.” It shows 
how to go about getting a job. It presents an 
admirable argument against the tendency, all 
too common during the recent years of depres- 
sion, to give up trying to achieve personal in- 
dependence and to lean or fall back on public 
relief or “play” jobs created at public expense. 
its philosophy, if one may translate Harvard 
thought into a mid-west expression, is, ‘Root 
hog or die.” It shows when to root, how to 
root and, incidentally, what fun there is in 
rooting. The viewpoint is highly salutary. The 
suggestions are exceedingly timely. This book 
is worth perusal by the employer and teacher 
as well as by the literate unemployed. 


SuuMan, J. T. English for Vocational Schools. 
N.Y. Ronald Press Company. 1936. 365 pp., 
$2.40. 


The rapid development of vocational train- 
ing encouraged under the federal Smith- 
Hughes Act of 1918, together with its several 
amendments since then, is paving the way for 
substantial industrial and commercial progress 
through better trained workers. 

The passage of the George-Deen Bill in 
1936, to take effect July 1, 1937 not only adds 
to the federal appropriations for such voca- 
tional training in branches already established, 
but also for retailing and other distributive 
trades. 

Such vocational training is intended to pre- 
pare young men and women directly for spe- 
cific occupations, but it is recognized that the 
training to equip the student properly for ad- 
vancement in his chosen work must be suffi- 
cient in the elementary subjects of education 
such as reading, writing and speaking. 

“English for Vocational Schools” exempli- 
fies the new requirements for education in voca- 
tional schools. This course assumes an elemen- 
tary knowledge of English and then takes the 
student through a complete review of the tech- 
nique of writing and speaking showing how to 
apply this technique in a practical way. The 
book is well organized, easy to study and full 
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of practical examples and illustrations. Its ex- 
amples are such as are likely to be encountered 
by young employees in any business. 


Keisey, G. W. The Sales Manager Proposes. 
101 Park Ave., New York. G. W. Kelsey. 
1936. 24 pp. 
This is a one-act play on marketing research 

bringing out the purposes and problems of mar- 

ket research in an interesting way. 


Report of the First Annual Meeting af the 
National Federation of Sales Execitives. 
Available from Bernard Lichtenberg, Pres. 
Institute of Public Relations, N.Y.C., and 
Secretary of the N.F.S EF. 1936. 

Marketing Teachers and Sales Executives 
will be interested in this mimeographed docu- 
ment reporting the proceedings of the first an- 
nual meeting held in St. Louis, May 29-30, 


1936. 


Dawson, R. W. Consumer Market Data Hand- 
book, 1936. Washington. U. S. Department 
of Commerce. 373 pp., 50c. 
3ack in 1929 the Bureau of Foreign and 

Domestic Commerce published the first “Con- 

sumer Market Data Handbook.” Other editions 

followed up to 1932. Increasing inquiries sinc¢ 

that year have induced the Bureau to issue a 

completely revised, much enlarged and very 

much more comprehensive Handbook for 1936. 
This compilation, presenting fundamental 

marketing statistics for the country, the states, 

counties and cities, constitutes an indispensable 
reference book for every marketing executive 
as well as student interested in marketing. 


Kepzrerski, S. L. Markets for Electrical and 
Gas Facilities in Residences—An Analysis 
of the Real Property Inventory. 64 Cities. 
Washington. Bureau of Foreign & Domestic 
Commerce. 1936. 120 pp., 10c. 

This is No. 11 of the Market Research Se- 
ries of the Bureau of Foreign-and Domestic 
Commerce. It is a summary of facts drawn 
from the Real Property Inventory conducted 
early in 1934 in 64 selected cities as a C.W.A. 
project under the general direction of Dr. N. 
H. Engle of the Department of Commerce. 
This survey covers and describes the housing 
conditions of some 2,600,000 urban dwelling 
units, housing 9,000,000 people. It shows the 
number of homes wired for electricity and 
piped for gas; the number of homes using elec- 
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tricity and gas for cooking; the number of 
homes having mechanical refrigeration; and 
the extent of the unfilled market both for new 
and renewal equipment in electric and gas ap- 
pliances, heating equipment, and so on. The 
information, as indicated, deals solely with resi- 
dences in urban communities, but the sample is 
so large that it may, without doubt, serve as an 
index of conditions in urban communities gen- 
erally throughout the country. 

The report brings out many important facts, 
such as the proportion of single family; 2 fam- 
ily; 3 family, and multiple family houses. It 
shows that 61% of all these homes were rented 
rather than owned, and that 94% of all single 
family rental units paid rentals amounting to 
less than $50. per month. Over 40% of all the 
single family rental units were rented during 
the spring of 1934 for $15. a month or less. It 
shows that over 90% of all of the dwelling 
units were wired for electricity for lighting. 
A very small percentage still continue to use 
gas and other fuels for lighting. Gas is the 
cooking fuel in nearly 70% of all cases, while 
electricity is used in less than 4% of the homes 
surveyed. Mechanical refrigeration had by the 
spring of 1934 reached 17% of these homes. 
Only 8% of the total number were without 
running water. 

The information presented in this report 
should supply both the facts and the stimulus 
to manufacturers and dealers to press forward 
in their sales plans to take advantage of these 
undeveloped markets, particularly in the pop- 
ular and low priced fields. 


Pueips, C. W. The Ten Hidden Losses in Slow 
Charge Accounts. Chicago. Household Fi- 
nance Corp. 1936. 34 pp., Gratis. 

This pamphlet presents a summary of Pro- 
fessor Phelps’ excellent studies of the liabilities 
suffered by retailers who permit customers to 
let their accounts run past the dates when 
they are due. 

It is concisely written and printed in the 
modern manner. The illustrations show how 
the devil, a very nude but sinister creature with 
horns and tail, plays with the man who fails to 


heed the working program proposed at the 
close. 


Hopkins, J. A. Elements of Farm Management. 
N.Y. Prentice-Hall, Inc. 1936. 390 pp. $2.20 
Dr. Hopkins, Assistant Professor of Agricul- 

tural Economics of lowa State College, offers 

in this book a well organized body of knowledge 
dealing very practically with the subject of farm 
management. The farm is properly considered 
as a business unit. The student reader’s at- 
tention is constantly directed to the problem 
of making each operation pay. The treatment 
of farm marketing is brief but practical. Budg- 
ets and accounts are described and advocated. 

This should prove a highly useful textbook in 

the growing program for vocational training in 

agriculture. 


AGNEW, H. E., JeENK1Ns, R. B., and Drury, J. C. 
Outlines of Marketing. N.Y. McGraw-Hill 
Book Co., 1936. 324 pp. $2.7 
Just as this issue of the JOURNAL OF MARKET- 

ING was going to press this textbook of market- 

ing appeared. There is room for only a brief 

notice, but the notice will be more timely than 
an extended review in a later issue. Professor 

Agnew is the President of the National Associa- 

tion of Teachers of Marketing and head of the 

Department of Marketing of New York Uni- 

versity. His co-authors of this textbook are his 

assistants in his department. 


~ 


This work differs in several respects from 
other texts already in use. It is considerably 
shorter. It deals mainly with marketing of 
manufactured goods. It presents its material 
from the viewpoint of the consumer. Market- 
ing is considered as a process of adjustment 
and service to customers. It includes a glossary 
of useful definitions of marketing terms based 
in large part on the work of the Committee on 
Definitions of the National Association of 
Teachers of Marketing headed by Professor 
R. S. Alexander of Columbia University. A 
cursory examination of the book shows that it 
is well organized, simply written and expressed 
in the practical terms and thought of actual 
marketing practice. 











Current Notes 


ALBERT HARING 
Editor 








A marketing session has finally been placed 
upon the program of the Southern Economic 
Association. At its annual convention to be 
held in Atlanta, Georgia, on Saturday, Novem- 
ber 7, a session at 10:00 a.m. will be devoted 
to “Consumer Cooperation and Chain Stores.” 
Dr. Wilford L. White, Chief of the Marketing 


esearc ivision of the Bureau of Foreig 
R rch D n of tl sureau of Foreign 


and Domestic Commerce, will address the meet- 
ing on “The Situation in Chain Store Distribu- 
tion.” E. R. Bowen, General Secretary of the 


Cooperative League (the national union of con- 
sumers’ cooperatives ) will speak on “The Con- 
sumer Cooperative Movement.” Professor Mal- 
com D. Taylor of the University of North 
Carolina at Chapel Hill will be Chairman of 
this meeting and further details can be ob- 
tained from him. Southern members, it is 
hoped, will make a special effort to attend this 
meeting. 

Several new members have been welcomed 
to our ranks. They are: Dr. Paul Felix Lazars- 
feld of the University of Newark whose work 
in psychological technique is well known; Ed- 
ward P. Harrison, Advertising Manager of the 
Rochester Packing Company; Arthur B. Gun- 
narson, Acting Manager of the Domestic 
Distribution Department of the Chamber of 
Commerce of the United States; Dr. Miller Mc- 
Clintock, Director, Bureau for Street Traffic 
Research of Harvard University; and H. A. 
Haring, authority on warehousing and business 
writer. 

Clarence H. McGregor has left Northwest- 
ern University to become Assistant Professor 
of Commerce and Industry at Cleveland Col- 
lege, Western Reserve University. 

O. L. Mimms, formerly at Montana State 
College, has become a member of the Depart- 
ment of Agricultural Economics at the Uni- 
versity of Idaho. 

Professor W. Mackenzie has re- 
turned from China where he was Adviser to 
the National Economic Council of the Repub- 
lic of China to resume his teaching duties at 
Louisiana State University. 


Stevens 


Dr. Ralph C. Cassady, Jr., has resigned his 
position at the University of Minnesota to be- 
come Assistant Professor of Marketing in the 
College of Commerce at the University of Cali- 
fornia at Los Angeles. Dr. A. H. Chute of 
Ohio State University has been appointed As- 
sistant Professor of Marketing at the Univer- 
sity of Minnesota to fill the vacancy created. 

Dr. Arend E. Boer has been promoted to 
Assistant Professor of Commerce in the School 
of Business Administration at the University 
of Pittsburgh. 

The American Marketing Society will hold 
its annual meeting in Atlantic City on the Fri- 
day and Saturday (November 27 and 28) fol- 
lowing Thanksgiving. A detailed announcement 
about the attractive program will soon be 
mailed out. This meeting will be well worth 
attending. 

The Sub-Committee on the Constitution has 
made a preliminary report to the Joint Com- 
mittee on the Merger. Many constructive com- 
ments have been received from the members. 
The Sub-Committee wishes to extend its thanks 
for the cooperation which has been received. 
In the near future, the revised constitution for 
the American Marketing Association will be 
ready. The Joint Committee asks every member 
to cast his vote on the new constitution and to 
use his ballot in electing officers for the new 
American Marketing Association. 

Professor H. E. Agnew reports the advance- 
ment in rank of two members of the Depart- 
ment of Marketing at New York University. 
Thomas B. Stanley has been raised from asso- 
ciate professor to a full rank professor, and 
Warren B. Dygert has been given the rank of 
assistant professor. 

Harry E. Stocker has been added to the 
staff of the Marketing Department as a full 
time member. Mr. Stocker is in charge of the 
Transportation courses. 

Dr. Noel P. Laird of Franklin and Marshall 
College was visiting professor at Boston Uni- 
versity Summer School where he taught courses 
in Advertising writing and Advertising media. 
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